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THURSDAY, DECEMBER 2, 1954 


Unrrep STATes SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to call, at 9 a. m., in room 322, Senate 
Office Building, Senator Milton R. Young, presiding. 

Present: Senators Aiken (chairman), Young, Thye, Williams, Hol- 
land, and Anderson. 

Senator Youne. The meeting will come to order. 

The chairman of the committee, Senator Aiken, asked me to preside 
this morning because he would be unavoidably det: ined. 

The purpose of this hearing, as I understand it, is to look into the 
reasons for the wide spread between what the farmer receives for his 
eggs and what the consumer has to pay. The request for this hearing 
came from Senator Thye, of Minnesota. 

Senator Thye, would you care to make a statement at this point? 

Senator THye. I had received communications from the various 
poultry houses, the poultry producers as well as hatcheries in Minne- 
sota, complaining about the extremely low prices of eggs, and appar- 
ently this low price was not reflected in what the consumer was paying 
for the eggs. They felt there was too great a spread. They primarily 
complained about the fact that there seemed to be some great influ- 
ences on the markets. The complaint was that there didn’t seem to 
be any control or regulations or any specific reason for the fluctuation 
in the markets. 

One complaint that there seemed to be that if a few cases of eggs 
were purchased on the market it had the effect of oftentimes changing 
the price trend by 5 cents a dozen or even more, and the question was 
wis can there not be some regulation or control over this wide spread 
or drastic fluctuation on the—would you say it is the exchange market 
or board of trade? 

Mr. Morse. There is some trading of eggs on the commodity market. 

Senator Turk. Would that be called the board of trade or what ? 

Mr. Morse. It is the mercantile exchange, the New York Mercan- 
tile Exchange and the Chicago Mercantile Exchange. 

Senator Tuyr. That was the complaint, that there was too great 
a fluctuation by just mere purchases of a few cases of eggs. They 
were hoping that there could be some investigation made of this 


because they said it was absolutely drastic. If they went out and 
purchased a day’s run of eggs and then some manipulation on the 
market ec: inal such a break of 5 or more cents a fia they said 


it had the effect of practically ictadlibeae them and they wanted to 
know why that should be allowed. 
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That was the reason I directed a telegram to the chairman of this 
committee asking if we might have a committee session so that we 
might have an opportunity to discuss this and also get a report. 

I personally believe that this egg situation and the entire poultry 
situation is out of hand. There is no rhyme or reason to the fact 
s should be sold so cheaply by the producer and then have a cost 
“ad as wide as it is to the consumer. 

Senator YounG. Eeeos in our area were selling for as low as 6 and 8 
cents a dozen last fall. 

Senator Tuyr. It was true in Minnesota, and medium erade A egos 
which are very good eggs, were selling for 11 to 14 cents a dozen. I 
know that poultry, hens, leghorn hens weighing 5 pounds and over, 
sold at 8 cents a pound. The hen would not bring over 45 cents on 
the market at the best times. and often down in the thirties. You 
know, of course, what you are paying for such a bird in the markets. 
Those are questions which I as a Member of Congress have been asked 
by the constituents in my State, and I knew of no other way to try to 
find the answer than to ask the Department of Agriculture. 

Senator Youna. I understand that the chairman, Senator Aiken, 
had asked the Department of Agriculture to look into the question 
raised by Senator Thye and that Department officials are here this 
morning to make some statement regarding that ? 

Mr. Morse. Yes, Sl 

The eae we had indicated that this committee wanted 
to go into the whole poultry situation, so my statement covers eggs, 
chickens, broilers, and turkeys. 

We can best vet this matter of record if I could v0 through the 
oe ment that we have before us. I will do that if that is satisfactory, 
Mr. Chairman. 


Senator Youna. It certainly is. 


spre 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE 


Mr. Morse. We in the Department of Agriculture appreciate this 
oOpportulity to discuss W ith this committee the situation in the poultry 
industry. During recent months all poultry and egg producers have 
been in a tight squeeze because of heavy supplies and resulting low 
prices. Of course, as adjustments in output take place, more reason 
able prices to producers will prevail. It is indeed fortunate that a 
large part of the industry is aware of the need for such adjustments. 
But we recognize it takes some time to get necessary adjustments into 
motion and to feel their effects. 

This whole problem of the poultry industry has been of oreat con 
cern tous in the Department of Acriculture. 

As early as last winter and spring indications were that production 
of all poultry products would | be exception: ly high this vear and that 
conseque ‘ntly poultry prices would be relative ly low. In fact. an early 
step taken by the De partment was to focus the poultry industry’s at 
tention on this prospective situation while there still was time for pro 
ducers to take precautionary measures. At the same time, we sought 
ulvice from naustry representatives as to how the Department could 
be most helpful Ih serving the best interests of the producers. 
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Advisory committees representing the various segments of the poul- 
try industry were invited to meet with us on different occasions to 
chart constructive actions that might be taken by those in the industry 
as well as by the Department. We have acted in the light of recom 
mendations made to us by the advisory committees, as well as recom- 
mendations of others representing farmers, placing emphasis on the 
need for downward adjustments in the number of birds in flocks and 
giving continuous and aggressive help in merchandising eggs and 
poultr V meat, including turkeys, under the plentiful foods program. 

In all of this there has been close cooperation between the Depart 
ment and the various segments of the poultry and allied industries. A 
great deal of progress has been made in moving the exceptionally heavy 
supplies of all the poultry products into consumption, and in facing 
up to needed adjustments that will bring about a more balanced sup 
ply situation. But there remains much more to be done to get prices 
to poultry and egg producers on a more reasonable level. The basic 
answer, of course, rests in the hands of the producers themselves—in 
the adjustments in flock numbers that they alone can make. 

Senator Witiiams. Do you want to put the whole statement in 
before we ask questions ? 

Mr. Morse. I think it would be helpful if I did. However, that 
is up to the committee. 

The present situation in the poultry industry must of necessity 
be viewed against the backdrop of a whole series of developments 
over the last two decades. During recent vears the output of egg 
and poultry meat has risen steadly and by a greater percentage than 
has the output of any comparable group of farm commodities. 

That is a very important point to which further reference will 
be made in this statement. 

During the last few years the increase has been quite dramatic, 
ana output is now double the average for the 1935-39 period. Dur 
ing this same span of years, the output of milk increased only one 
fourth and the volume of meat animals as reflected by farm market 
ings and home consu mption inereased 58 percent. 

Of course, the sharp increase in the production of poultry and 
egg’ started with the heavy Wartime requirements and good prices 
that prevailed during the war and most of the postwar year's. The 


S 


widespread adoption of practices based on findings In genetics, 
nutrition, disease control. and poultry management has resulted in 
more economical egg anc poultry meat produ tion. Today the an 


nual rate of production per layer kept durn 
more than 1SO0 eges per bird, an increase of more 


hye the vear averages 
than 60 percent from 
the output 2 decades ago. Poultry meat production per 100 pounds 
of feed fed to broilers is now about OU percent greater. There has 
also been a substantial increase in the rate of survival of chicks and 
poults hatched. Death losses have been sharply reduced and they 
are being cut still further. 
All of the improvements in methods and techniques of poultry 
production have been conduc ive to expencng the S1Ze of flocks and 


stimulating greater total production of eggs, ch . ens, and turkeys. 
In only the last 15 vears, the total i heniildins of chickens. including 


broilers, doubled and the volume of turkey meat ine creased 21, times. 
Most. significant, of course, has been the increase in the number of 
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broilers raised which now is about 8 or 9 times the number raised 
only 15 years ago. The total output of eggs has also increased very 
materially, and we are now producing about two-thirds more eggs 
than we did a decade and a half ago. Tn the meantime, our country’s 
population has increased by only one-fourth. 

The fact that our production of all these poultry products in- 
creased at a rate more rapid than the rise in population, made it pos- 
sible for consumers to eat more. Over the last 15 years per capita 
consumption of eggs rose 37 percent, the consumption of chickens 
increased 70 percent, and the consumption of turkeys jumped 87 
percent. 

While the consumption of both eggs and poultry has been climb- 
ing to record per capita totals, the fact standing out today is ane 
the production of these products for the time being has reached : 
point where they are being supplied at a rate signific: antly in excess 
of the high volume that can be absorbed in the market at reasonable 
returns to producers. This is why producers are in the tight squeeze 
in which they have found themselves this year. 


THE EGG SUPPLY AND PRICE SITUATION 


For the fifth successive year, egg production on United States 
farms is at a record high. Production is expected to continue at a 
high level into next summer, because the forthcoming production is 
chiefly determined by the number of layers already on farms which 
probably will remain in the laying flocks for some months. 

Starting next summer, the size of the national laying flock will be 
influenced by new pullets added from chicks to be r: aised in the spring 
of 1955. Present prospects are that these will be fewer than were 
raised this year. For this reason, egg supplies in the last half of the 
1955 are like ly to be below the cor responding 1954 sup plies, 

Meanwhile, 1954 egg prices promise to average close to 37 cents per 
dozen, 10 cents per doze on below 1953. 

Last year was one of the most profitable years experienced by eg; 
producers. This has contributed to the eXpansion ot laying flocks 
for this year. 

The production increase to date over last year has been 5 percent, 
while the price decline at the farm level has been about 20 percent. 
Several factors have an important bearing upon the large percentage 

changes in price that have been induced by the much smaller change 
In production. 

First is the fact that even before the record-high output ot 1954, 
the United States consumer had achieved high-level egg consumption. 
In 1953 the average consumer at 400 eggs, and in 1954 the figure will 
be about 412, « ompared with 296 as the prewar per capita average. 

Secondly, much of the increase has come in the late summer and 
fall months when eggs formerly were scarce, This year September 
egg production was up 10 percent and October output was up 9 per- 
cent from a year ago. 

The presence of abundant egg supplies in the months when formerly 
they were scarce cannot be overemphasized as a factor in the low egg 
prices farmers received this fall. Information released by the De- 
partment as early as mid-March indicated that there was a large 
eal ly hatch of replacement chicks. 


oe 
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The third factor is the reduced interest 1n storing shell eggs. With 
ti prospective large production of fresh eggs in the fall, prospective 
storers of eggs this spring were uninterested until the price fell to a 
low level. 

Prices for select grades of large eggs this vear showed only limited 
seasonal price increases from spring to fall. On a United “gry 
average farmers” price basis. there was practically no seasonal ¢ 


price increase, because the larger number of small and medium eggs 
in the last half of the year more than offset the limited price inereases 
for large eggs. 

As already indicated, egg production will likely continue high 
during the first half of next year unless poultrymen cull their flocks at 
a greater than normal rate. However, we expect current low prices 
to induce ae to limit their orders for replacement baby chicks. 
If this occurs, by late spring it t should be ap parent that fall sup plies 
in L955 will not be so large compared to re ome supp lies as were 
this fall’s supplies. In that event, there could be an awakening of 
storage interest In eggs in late spring, and Si then on monthly 
egg r prices might be above 1954, but still below 1953's record spring 
time levels. 


rHE FARM CHICKEN PRICE AND SUPPLY SITUATION 


Farm chickens are essent lally a byproduct of egg proauctl lon. This 
is a new development that has been coming into the picture and has 
become more widespread. Commerce lal ¢ egg produce Is recogni Ze this 
but farm flock owners still look upon chicken sales as a source of 1n 
cote. regres specialized broilers became the predominant commercial! 
source of « hic ke n meat, the sulvage value of hens a al the returns from 
spring chickens have become a declining factor in the income from 
the egg-production enterprise. 

The downward trend in farm-chicken prices reached a low point 
this year when hen prices were reported to us at levels as low as 
8 cents per pound, On a United States average basis, in November, 
all farm chickens—including spring chickens—brought 14.6 cents to 
farmers against 20.8 a vear ago, on a live basis. These lowered 
chicken prices are the result of (a) the generally large supplies of 
fresh poultry, (5) the large stocks of fowl which remained in com 


mercial cola storage early this vear, and (¢) the venerally plentifi | 


nppuie Os CommeTtine red meats. These three factors ear Upon the 
price of all « hic ke hs; one additional factor bears upon the price ol 
caer farm chickens. bw additional factor s the displaceme { 


of the | yproduct chicken by t he speci: alized broiler. 

‘Two deve ‘lopme nts may he Ip lend strength to the price of hens, al 
though at a price level somewhat lower than the broiler price. The 
first is the oreat extension of canning of chickens and chicken prod 
ucts. The second is the booming production of frozen chicken pies. 
For both of these products, hens are preferable to young chic kens. 
Also, farmers are buying fewer cockerels with their replacement 
chicks and by getting larger egg production per layer, they are pro 
ducing fewer pounds of byproduct chicken with each case ot eggs 
marketed. 


55592-——55 < 
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THE BROILER PRICE AND SUPPLY SITUATION 


Since early October, weekly broiler chick pl: iwements have been 
below a year ago, for the first extended period since March 19538. In 
view of the low broiler prices throughout the first 11 months of 1954, 
this is a delayed production response to what was obviously a condi- 
tion of sharply lowered prices following record-high p roduction. 

In the last 6 weeks, 12-area broiler chick placements have been 11 
percent below comparable 1953 placements. In addition, weekly 
placements in October and ake mid-November, which will govern 
January and February marketings, were 12 percent below the weekly 
September placements from which present marketings are being 
made. 

The explanation for the long delay in balancing production with 
demand probably lies in that aspect of the broiler business which is 
known as financing. The overwhelming majority of United States 
broilers are grown on credit, most often under terms which relieve 
the farmer of possible out-of-poe ‘ket losses if the venture should prove 
unprofitable. There are many variations among the standard credit 
schemes, and some even go so far as to eliminate completely the price 
of broilers as a factor influencing the farmers’ return. In or in 
many instances the broiler and turkey business as now operated is 
more a method of selling feed than it is a normal farm enterprise. 

Senator Anperson. That is true, of course, but how extensive is it ¢ 
The farmer is not much interested in what prices are if he is just a 
feed dealer. I can hardly believe that is correct. 

Senator WituiaMs. It is largely correct, and it is drifting more 
that way all the time. 

Senator Anperson. That is commercial broilers. 

Senator WiiuiAMs. That is the commercial broiler area, 

Senator Anperson. I had 2,000 turkeys last fall and I am sure the 
feed dealer had no interest in them. 

Senator Wituiams. He is speaking of commercial as I understand 
it. We want to get back to that later because I believe that is due 
largely to the encouragement of the Government and Department of 
Agriculture and these large enterprises in taking over the farmers 
and making them tenants, something that is a direct contradiction to 
what he iss ay ing here when he urges ac ‘utbaek in produe tion. 

Senator You ne. Will you continue, please 


THE TURKEY PRICE AND SUPPLY SITUATION 


Mr. Morse. The 1954 turkey crop, most of which has already been 
marketed, was record large. The total of 61 million birds included 70 
percent large-type birds, and 30 percent Beltsville small whites and 
other small turkeys. The development of. these small turkeys has 
made a considerable ditference in the structure of the turkey market, 
since they are not only more adapt: able to year-round production but 
also are small enough to be attractive to homemakers for casual meals 
as well as for the traditional turkey holidays. 

In 1952, the previous year in which total turkey output set a new 
record, production was almost at the 1954 level, but in that year the 
Department of Agriculture bought 6 percent of the output and di- 
verted it from normal commercial channels. 
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The 1953 crop was smaller than 1952 partly because of an effective 
drive by turkey industry leaders and the Department to explain to 
growers the need for bringing their output in line with normal com 
mercial disappearance of turkey. As a result, the reduction in 1953 
production was about equivalent to the Department's purchases from 
the 1952 crop, and commercial supplies in the 2 years were about the 
same. Turke ‘Vy prices also were about the same, but Places r feed prices 
in 1953 helped to make it a generally favorable year for turkey 
producers. 

This favorable experience in 1953 evidently was uppermost in the 
minds of turkey producers and their financial sponsors when 1954 
production plans were made. Warnings from the Industry Advisory 
Committee meeting with us in the Department were largely ignored. 
The result has been apparent in the turkey prices received by farmers, 
which in mid-Nove mber, at 28.8 cents per pound—li vewe oht basis 
were 5.1 cents below the compare able 1953 price. 

There is some concern that the turke »\ industry May not be heeding 
the warnings indicated by current turkey prices. Reported testings 
of turkeys for inclusion in breeding flocks show 19 percent more heavy 
turkeys tested in July October than last year 1n the same mouths. So 
far as numbers ot birds are concerned, this Yall is more than clouble 
the 15 percent decrease indicated up to now for small turkeys. On 
the basis of this early season report, the Department has issued 
press release pointing out to the industry that if not corrected in the 
next few months this trend toward larger numbers would completely 
erase the earlier outlook which had indicated more favorable price 
relationships for turkey growers in 1955. 


MARKETING MARGINS 


- he low pr 1c es rece ived by produ cers for eggs, hi ‘kens, and turkeys 
this year have naturally focused attention on the spre id between farm 
and retail prices. Recently we made an analysis of retail, wholesale, 
and farm pr Ices for eggs, C hie ke nS, ¢ and turke YS. This indicates that 
while some marketing margins have w idened, the eeneral situation is 
that dollar and cents margins for poultry and eggs during the last 2 
vears have been relatively stable in comparison with farm and retail 
prices. Hlowever, they widened on a percentage basis. The appar 
ent stability in dollars-and-cents margins largely reflects the rigidity 
of marketing costs. During the last 2 years there have been no gen 
eral changes in wage rates, transportation rates, or cost of containers, 
These rigid marketing costs cause producers to get a smaller per 
centage of the consumer dollar when prices are lower. 


’ 


Eggs: Retail prices and farm values of eggs this year have been 
well below 1953, except for January and February. Marketing mat 
eins in each of the first three qi iarters of 1954 averaged about the same 
as in corresponding quarters of 1955. However, there apparently 
wis some rise in the margins during this last quartet of 1954. Price 
ditterentials among the several SiZes of egos were ul usually wice due 
to unusual differences in supplies of the several sizes. For example, 


leading supermarkets in Washington. 1. sold medium egys al 
3 dozen for a dollar on weekend specials compared with prices of up 
to 63 cents per dlozen for larger orade A eggs, HH indlers’ costs are 
about the same regardless of Size ot eggs, 
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A study of marketing costs and margins for eggs sold in Washing- 
ton, D. C., during 1953-54, showed gross farm-to-retail margins rang- 
ing from 17 cents to 38 cents per dozen. These margins are estimated 
from average prices received by farmers for all eggs produced and 
average prices of all eggs sold by independent and chain retailers. 

Margins for typical nearby assemblers of « eggs averaged about 3.5 
cents per dozen. This covers costs of collecting ege s from farms, 
spot candling, cases, flats and fillers, and transportation from assem 
bly plants to vibe city. 

Margins for typical assemblers of midwestern eggs are much wider, 


ranging from 8.5 to 10 cents per dozen. This wider margin is the 
result of higher costs of assembling and shipping eggs to eastern 


markets. Wholesalers in Washington, D. C., may purchase both 
nearby and midwestern eggs or may handle only nearby eggs. Whole- 
salers’ margins averaged about 8 cents per dozen. ~ rgins of inde- 
pendent retailers averaged about 12 cents per dozen, or 16. » percent 
of a retail prices. Chain stores operated on an average margin 
of 7.75 cents per dozen, or about 1214 percent of their retail prices. 
The senvenbhaee margins on sales of eggs in both independent and 
chain stores are lower than the average margin on sales of all com- 
modities. Consumers in the Washington, D. C., area generally de- 
mand grade A eggs. 

A study has ooee ae an made of re tail and farm prices of large and 
medium grade A eggs for mid-November 1954 for several other cities 
and producing areas. KE xcept in the Far West the gross farm-to- 
retail price x Sh NG retail penne in a large city and farm 


prices in the -arest produce Ing area—are noticeably uniform in the 
range of 17 to ‘90 cents per dozen. a. the Fan : West YLrOsSs farm-to 
retail price spreads currently are much lower, or about 10 cents pel 
dozen. This appears to be due to a fairly common 1 praction in Los 


Angeles and San Francisco supermarkets of selling s on weekends 
as a loss leader. 

In connection with these margins, Mr. Chairman, there is a table 
here on eggs that would be helpful in the record. 

Senator YounG. That will be placed in the record. 

(The document referred to above is as follows :) 


ro 
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Mr. Morse. Turkeys: Retail and wholesale prices of ready-to-cook 
turkeys in several large United States cities, in mid-November, were 
down as much from a year earlier as were farm prices. Retail pr ices 
of the heavier birds dec lined about 10 cents per pound, while prices 
of lighter turkeys fell about 6 cents per pound in the same period. 
Many retailers take very low margins on turkeys in the week prior 
to Thanksgivi Ing’. Many retail food stores use turke *yS as loss leaders 
during the holiday season. 

Fryers: Retail and wholesale prices of ready-to-cook fryers, based 
on seattered and incomplete information, appear to have declined 
about as much as, or a little more than, farm prices. Compared 
with a year ago retail prices in New York and Los Angeles in early 
November 1954 were down 10 cents per pound and, in Boston, 10 to 1 
cents. Wholesale prices in Los Angeles were also down about 10 cents 
from a year ago, and in Chicago, 8 cents. 

Since the declines in farm prices apparently have been fully re 
flected in wholesale and retail prices, marketing margins have not 
widened in cents per pound, at least in the few large cities for which 
such data are available. On the contrary, marketing margins may 
have fallen slightly in absolute amounts, but not percentage wise, 
In Washington, D. C., ¢ ‘hi ain stores have frequently sold top quality 
ready-to-cook fryers for 39 cents per pound. At this price, the store's 
margins probably were loa than normal. In that connection there 
is another table that would be helpful in the record, Mr. Chairman. 

The CHairman. Without objection, that may be included in the 
record. 

(The document referred to above is as follows:) 
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Mr. Morsr. Heavy hens: Limited information on changes in retail 
and wholesale prices in a few large cities indicate that dec lines i in these 
prices have generally equaled or exceeded the fall in farm prices of 
heavy hens. Marketing margins, therefore, have generally remained 
steady or fallen somewhat in cents per pound, 

In Los Angeles, ret all prices ot re racy to-cook heavy hens in one 
group of ¢ chain stores in early November 1954 were down 16 cents per 
pound from the same period of 1953, and wholesale prices were down 
from 12 to 14 cents. Retail prices in Baltimore and Boston were down 
10 to 20 cents. Also, in New York City, retail prices of New York 
dressed fowl declined 10 cents per pound from November 1953, to 
November 1954. 


ACTIONS TAKEN IN WORKING WITH THE POULTRY INDUSTRY 


A big part of the difficulty that the poultry industry has had to face 
this year stems from the fact that all phases of poultry and egg pro- 
duction during 1953 were profitable. This encouraged producers and 
others to e xpand their 1954 production to a far greater degree than 
would be expected under normal profit conditions. 

One step we took toward assisting producers in being aware of what 
they would face during 1954 was to call together our advisory com 
niittees. We wanted to gel from these poultry industry representa 
tives a firsthand appré aisal of the outlook as they saw it. Moreover, we 
wanted to get their suggestions as to what produe ers might do to help 
themselves, and also what the Department of Agriculture might do 
to assist in the best interests of the producers. Let me give you a 
résumé of what was done and what these representatives of the poultry 
industry said with respect to their own « ‘commodity. 

Eggs: In 1953, an Egg Industry Advisory Committee was estab- 
lished by the Department. Ata meeting with us last April, t this com- 
mittee thoroughly discussed the situation and prospects for « 
in 1954 and submitted its recommendations, the full text of w 
oiven W idespread publicity. 

The committee reaffirmed recommendations it had made during 1953 
that the De ‘partment should not conduct any type of egg price support 
or surplus remoral program; that the Department should inte nsify 
the dissemination of all facts concerning the rate of production and 
flock replacement; and that the Department should step up its assist- 
ance to the industry in improving efficiency, especially in the field of 
ico 68 Spec ifically, this point was emphasized: “This com 
mittee believes in self-help, leaving to the industry the solution of 
own prob ylems.” 


egg prices 
hic] 


1 Was 


As the year progressed, egg prices became even more unfavorable. 
To see if the committee’s opinion of the situation had changed, another 
meeting was called in October. Again, after thoroughly canvassing 
the whole situation, the committee reiterated its earlier statement. and 
went so far as to say that large supplies of eggs are likely to continue 
well into 1955 because of more layers on farms. The committee sug 
vested intensified culling of ok ler birds this fall so as to he ‘Ip restore 
a proper balance between egg supplies and consumer demand. 

In this connection, Mr. ¢ Chairman, I have here copies of the press 
statements of April 26 and October 9 following the meeting of these 
Kgg Advisory Committees which would be an important part of the 
record, 
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The CuarrMan. Without objection, that will be include 
(The documents refei red to above are iS follows: 


UNITED STATES DEPARTMENT OF AGRIC 
WASHINGTON, April 26, 19 


EGG ADVISORY COMMITTEE OPPOSES PRICE SUPPORT OR SUBSIDY PROGRAMS FOR EGGS 


Opposition to price support, surplus removal, or subsidy programs for eggs was 
voiced by the Egg Industry Advisory Committee which met with United States 
Department of Agriculture officials on April 24, 1954. 

The committee made the following statement, the full text of which follows: 

“This committee believes in self-help, leaving to the industry the solution of its 
own problems. 

“It recognizes (1) that the egg industry has the advantage of relatively short 
cycles of production-correction; (2) that the primary reason for the 1954 pro 
duction increases and 1954 price declines are and were due to the fact that prices 
received by producers for eggs during 1953 were extremely profitable; (3) that 
price is the greatest single factor regulating supply and demand. 

“The committee therefore reaffirms its 1953 recommendations 

“1. The Government should not conduct an egg price support, egg surplus re 
moval, or an egg subsidy program. 

“2. That the USDA can serve the industry best by immediately intensifying 
the dissemination of all the facts relating to poultry population and replace- 
ments. 

‘2. That the USDA should continue to lend its aggressive assistance toward 
the improvement of efficiencies relating to all phases of the industry, especially 
to distribution. 

“The committee wishes to call particular attention to the fact that replace 
ment chicks on farms at the end of the first quarter of 1954 totaled 40 millior 
more than a year ago, a gain of 19 percent for the period Mhis gain in itself is 
equivalent to 6 percent of the total number of replacement chicks raised during 
the entire year of 1953.” 


UNITED STATES DEPARTMENT OF AGRIC 
WASHINGTON, October 9, ] \ 


EGG INDUSTRY ADVISORY COMMITTEE AGAIN OPPOSES PRICE SUPPOR SUBSIDY ( tAMS 


Opposition to price support, surplus purchase, or subsidy programs for eggs 
was again voiced by the Egg Industry Advisory Committee which met with 
United States Department of Agriculture officials yesterday (October 8) in 
Washington, D. C. 

The committee—which is composed largely of producers and heads of coope! 
tives representing widespread grower interest throughout the country—brought 
up to date and reaffirmed a statement made last April. The text of the state 
ment follows: 

“This committee believes in self-help, leaving to the industry the solution of its 
own problems. 

“It recognizes: (1) That the egg industry has the advantage of relatively shor 
cycles of production-correction; (2) that the primary reason for the 1954 pro 
duction increases and 1954 price declines are due to the fact that prices received 
by producers for eggs during 1953 were extremely profitable; and (3) that price 
is the greatest single factor regulating supply and demand 

“The committee therefore again reaffirms its 1953 recommendation as it did in 
April 1954. 

“1. The Government should not conduct an egg price support, egg surplus pur 
chase, or an egg subsidy program. 

2. That the USDA can serve the industry best by continuing the intensifica 
tion of the dissemination of all the facts relating to poultry population and re 
placements. 

“3. That the USDA should continue to lend its aggressive assistance toward 
the improvement of efficiencies relating to all phases of the industry, especially 
to distribution. 


05502—55 3 
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It iew of the 5 percent larger number of potential layers on farms for 
September 1, 1954, than a year earlier, large supplies of eggs are likely to con- 
tinue well into 1955. This fact emphasizes the desirability of a downward ad- 


istment in the number of layers on farms, by the prompt sale of hens from the 
1953 hatch.” 


Senator Anperson. Will vou submit the names of the Egg Industry 
Advisory ( Oolhimittees to see if farme} are represented on them / 

Mr. Morse. Yes. sir: we will be glad to supply those. 

Senator Tiryr. Do you have those committee members 1 hi nd right 


at the present time ¢ 

Mr. \IorsE. No. 

Senator Tuyer. For the benefit of the committee and the press, Why 
not read them now, Al a what groups or busi esses they represent, 

Senator Anperson. What farmers do they represent ‘ 

Senator Tuyr. I know they do not represent too many farmers. 
That is why I said groups or businesses. 

The Crarrman. What people clo they represent ¢ 

Will vou read the names ? 

Mr. Morse. Yes. May I suggest that Mr. Termohlen may best 
know these individuals and he mi 
on them. 

Phe Cuamman. Will you tell us briefly who they are / 


ht read their names and comment 


or 


STATEMENT OF W. D. TERMOHLEN, DIRECTOR, POULTRY DIVISION, 
AGRICULTURAL MARKETING SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. TermMouien. Do you want all the names read ¢ 

Senator Tuyr. Just read the names and tell us who they are. 

Mr. Termouten. Hendrik Ahlers, of Carl Ahlers, Inc., New York. 
hey are clistributors. 

Senator Try E. They distribute the egos ¢ 

Mr. Termonu.en. They distribute egg 
Harry J. Beernink, general manager of the Washington Coopera- 
tive Farmers Association, Seattle, Wash., one of the large co-ops. 
He is directed by, of course, his board of directors. and ‘hey represent 
avery large number of farmers in that State. 


Clyde C. Edmonds, secretary and general manager of the Utah 
Poultry and Farmers Cooperative, Salt Lake City (vain an or 
eanization that represents a Ve ry large number of farmers, He vets 
his general direction, of course, from his board. 

Senator Youne. Owned by the farmers? 

Mr. Termouten. Yes, sir. Operated under the laws of our 
Government. 

Robert H. Farr, market analyst, Fairmount Foods Co., Omaha, 
Nebr. 

Leo Fu hes, Ideal Poultry Farm, a farmer and producer. 

Leland J. Graham, general manager of the Southern States Mar 
keting: ¢ ooperative in Baltimore. That again is a farmer cooperative 
with quite a large membership over this area of the country. 

Fred J. Halstead, Sheldon Dairy and Poultry Farm, Waseoa, Minn. 
Fred Halstead operates the farm and Is also a member of the Farm 
Bureau Poultry Commodity Committee and reflects the interest of 
those people. 
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Arthur J. Hannah, recorded here as secretary of the ROP Asso 
ciation, Grand Rapids, Mich. He, however, 1s actual L proatcel 
of poultry. 

The Cuatrman. What does ROP mean ? 

Mr. TrerMonHuen. Record of Pe lianas ince Association which aids 11 
the Improvement of the product ive ability of the birds. 

John C. Hutter, Cooperative Grange League Federation, Ithaca, 
Ne may very large cooperative organiZation, that represents people 
in New York and adjacent States. 

H.C. Kennett, Farmers’ Mutual, Inc., Durham, N. C.. a cooperative 
organization representing farmers in that part icular area. 

Kdward L, efrenie r, Alle nton, It. - whoisa farmer, a uti hery lial, 
and also is preside nf of the Northeastern ] Poultry Producers Council 
which organization’s officers are all actual producers, representing 14 
States in the Northeast, including Ohio. 

Thad Macy, Indiana Farm Bureau Cooperative Hatchery, In 
dianapolis, which has a number of hatcheries over the State of Indiana. 

Glenn H. Olson, Olson Bros., in North Holly wood, Calif. T) hey are 
assemblers and distributors of eggs and also operate poultry farms in 
their own right and produce eggs. 

Senator Thyr. They are commercial peop le? 

Mr. Termonten. The ‘v are commercial producers, a large commer 
cial farmer: that is correct, Senator. 

Senator Tuye. Not so much a commercial producer as they are in 
the business of handling eggs 

Mr. TermMonuen. That is correct. 

Senator Tuyr. They may be incidentally engaged in the business of 
producing some birds but the *y are in the big business of handling the 
producers’ eggs. 

Mr. TrerMoHLEN. They handle egos but they are one of the largest 
producers of eggs in the State of California. They a tually operate 
ii 

Senator Anprerson. But nobody would accuse Mr. Olson of being a 
farmer, 

Mr. TerMOHLEN. Not one that is out on the farm all the time. 

Senator AnpgrsoN. At least he never so talked to me, and I never 
discussed it with him. 

Mr. TermMouLen. Senator, I am trying to say exactly what these 
men do and what they represent, and what their business may be. 

Senator Anprerson. I think I know what Olson Bros. do. 

Mr. Trermouven. I think you would find my statements absolutely 
true. 

Senator ANDERSON. Yes. 

Mr. TerMou.en. George R. Parker, of the Parker Poultry Farm, in 
Plainsboro, N. J., an actual farmer, also representit 
people in that State and their association. 

Robert R. Parks, kag 0 of the American Poultry and Hate hery 
Federation, a eet Altoona, Pa. 

H. R. Rohe, ee manager, Oregon Ego Producers, Portland. 
Oreg., a cooperative organization with quite a large membership 
throughout that area. 

A. V. Scollard, Brentwood Ege Co,, Oakland, Calif.. is the national 
manager of that company and it is tied in with the Safeway Stores. 
They are in the straight distribution end. 


ore 


r a group of 


« 
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R. W. Senecal, manager of the egg division, H. P. Hood & Sons, 
Boston, Mass. They buy eggs directly from farmers in that area and 
many of them are sold through their milk routes. 

H. E. Slusher, Jefferson City, Mo., a farmer and member of the 
Farm Bureau and on its Poultry Commodity Committee. 

Blanton Smith, Smith Hatchery, in Nashville, Tenn., also operates a 
farm as well as his hatchery. 

Clarence L. Sturm, of Manawa, Wis., assemblers and processors in 
the handling of eggs. 

Herb Swanson, Armour & Co., Chicago, II. 

()f course we do not have to explain their business. 

L. N. Thompson, manager of the egg department, Poultry Pro- 
clucers of Central California, San Francisco, another large coop- 
erative organization. 

Ralph Treat, Wooster Cooperative Poultry Association, Wooster, 
Ohio, a farmer organization in Ohio. 

Of the 24 members, 18 or 75 percent of them actually own farms, 
operate farms, or are managers of the cooperative organizations. That 
is the Ege Industry Advisory Committee. 

Do you want the other committees explained or not 4 

The Cuarrman. Let us wait until we get to it. Will you continue 
with your statement, Mr. Morse ? 

Mr. Morse. Broilers: At the request of the broiler industry, the 
Department of Agriculture further expanded its statistical services 
for the industry in 1953. Broiler producers, processors, and distribu- 
tors felt they could do a better job of gearing production to market 
demand if they had more facts as to current production. As a result, 
we have increased the amount and detail of broiler statistics by prob- 
ably 100 percent over what was being published a year ago. In spite 
of this, however, broiler chick placements on farms continued at record 
levels through 1954 until a very few weeks ago. Grower prices have 
been at or below the break-even level during most of the year, if over- 
head costs are considered. 

Broiler industry representatives met informally in Washington 
early last February, in order to arrive at some industrywide conclu 
sions concerning the cause of the current low price for broilers, what 
remedial steps could be taken by the industry, and what the industry 
thought the Department would do to help them. While requesting 
more statistical information, this group of industry representatives 
was opposed to any Government purchase program. This group felt 
that because of the short production cycle in broilers, no price assist- 
ance provided by a purchase program would be long lasting. This 
group also requested the Department to assist in merchandising broil- 
ers. This group also requested that a broiler advisory body be formed 
so that the Department could effectively obtain the opinions and ad- 
vice of the industry such an advisory body was formed and its first 
meeting was held in July. This group also urged major reliance on 
self-help programs, but felt the Department could assist through more 
detailed statistical services, continuing emphasis on broiler promotion 
and merchandising programs, and continuing assistance with broiler 
production practices leading to reduced costs and improved quality. 
The representatives at this meeting also opposed price supports or 
surplus removal programs for broilers at that time. 

I have here a press release of July 29. 
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( The document referred to above is as follows :) 
UNITED STATES DEPARTMENT OF AGRICULTURI 


WASHINGTON, July 29, 1954 


BROILER INDUSTRY CONFERENCE RECOMMENDS SELF-HELP PROGRAM 


help program to meet problems confronting it was expressed today by the Broile 
Industry Advisory Conference, following a meeting held at Washington, D. ¢ 
July 26-27. 

In its report to Secretary of Agriculture, Ezra Taft Benson, the group recom- 
mended that a Broiler Industry Advisory Committee be appointed to advise 
with the United States Department of Agriculture on problems of the industry 
Members of the conference included representatives of producers, processors, 
distributors, and other segments of the broiler industry 

In the field of production practices, the conference said the broiler industry 
will have to produce broilers more efficiently by carrying out improved manage 
ment practices which will reduce costs and further improve quality It urged 
increased efforts of the Department to assist the industry in this regard. In 
view of the anticipated heavier marketings of poultry, pork, and beef, the con 
ference recommended that egg settings for broiler production be reduced 
immediately. 

The conference expressed opposition to price supports for broilers, and recom 
mended that no surplus removal program be contemplated at this time The 
program outlined in its recommendations placed emphasis on more efficient 
management, better merchandising, and sound use of credit 

In behalf of the broiler industry, the group commended the food distribution 
industry, national poultry organizations, and the United States Department of 
Agriculture for the splendid job they have done in broiler promotions and mer- 
chandising programs. The Department was requested to continue the assistance 
it has given the broiler industry in developing and promoting merchandising 
programs to aid the movement of broilers, with special emphasis during times 
of stress. 

Rapid expansion of the broiler industry was attributed to wide use of credit 
in all forms. But the report noted that a number of credit practices have bee 
used which are unsound in that they have contributed to an uneconomic ex 
pansion of the industry. Discontinuance of these financial practices would 
greatly improve the stability of the broiler industry, the conference reported. 
It recommended that broiler growers provide at least a major portion of their 
capital needs, and that credit to growers should be extended in such a manner 
as to provide an incentive to produce efficiently and to improve quality. 

The conference commended the Department for furnishing valuable informa 
tion to poultrymen through the various reports now being published, and sug 
gested avenues for improvement in these services. It recommended that the 
Department follow through on plans to provide monthly reports on breeder hens 
tested, and on all broiler chicks hatched. It also urged continued research to 
seek improvement in the reports, and a study of ways to analyze the reports and 
to make the analyses available to the industry. 


Belief that the broiler industry can continue to progress by developing a selt 





The CuarrMan. Do you have the names of the committee / 

Mr. TeERMOHLEN. Yes, sir. 

The CHarrmMan. Do you want those read now or shall we put them 
in the record as part of the record ¢ 

Without objection they will be included in the record unless some 
body particularly wants them read at this time. We do not have too 
much time. We have a deadline. 

(The document referred to above is as follows :) 


BRoILER INDUSTRY ADVISORY CONFERENCI NOVEMBER 30, 1954 


Joseph N. Gill, Mansfield Center, Conn. 

Harry J. Beernink, General manager, Washington Cooperative Farmers Associa 
tion, 201-217 Elliott Avenue West, Seattle, Wash. 

G. E. Coleman, Nichols Poultry Farms, Inc., Kingston, N. H 

Robert Cook, Industrial Trust Co., Providence, R. L. 
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Clyde C. Edmonds, secretary and general manager, Utah Poultry & Farmers 
Cooperative, 1800 Southwest Temple, Salt Lake City 11, Utah 

Otis Esham, Otis Esham’s Hatchery, Parsonsburg, Md 

Joseph Fechtel, Western Hatcheries, 1407 North Industrial Street, Dallas, Tex 

Rav K. Firestone, Firestone & Co., Troutville, Va 

Paul Fivnn, Kroeger Co., Cincinnati, Ohio 

O. H. Green, Seven Oaks Poultry Farm & Hatchery, Spartansburg, S. C 


Hi, ¢ Kennett manager, poultry departine! Farmers’ Mutual, In Durhan 
NY 
I. May, Evansville, Wis 
Robert Merkle, chairman, broiler epartment, Indiana State Poultry Associa 
tion, Claypool, Ind 
I 


Raymond Miller, Lancaster, P: 

William R. Murray, chairman, board of directors, Eastern Shore Poultry Grow 
ers Exchange, Ocean View, Del 

Lyman Neal, Hales & Hunter Co., 141 Jackson B 

I. C. Rogers, Morton, Miss 

Victor Pringle, Rockingham Poultry Marketing Coop., Broadway, Va 

Joseph Ray, Joe Ray Poultry Co., 407 Water Street, Danville, Ark 

Roy Ritter, The A. Q. Poultry Farms, Springdale, Ark 

\. H. Smith, vice president and manager dairy and poultry division, Armour & 
Co., Union Stock Yards, Chicago 9, Ill 

Clarke Swanson, secretary and treasurer, C. A. Swanson & Sons, 1202 Douglas 

treet, Omaha 8S, Nebr 

J. M. Tankersley, president Georgia Poultry Federation, Gainesville, Ga. 

Charles J. Thurmond, J. D. Jewell Co., Gainesville, Ga 
Oscar Turner, Fort Halifax Processing Co., Waterville, Maine 


vd., Chicago, Il 


aul Turner, The Grange Co., Box 860, Modesto, Calif 

i 4 Whelan, Brockton Cooperative Poultry Producers, Avon, Mass 

Richard T. Leach, head poultry department, California Polytechnic School, San 
Luis Obispo, Calif. 


Mr. Morse. Turkeys: Last January it became apparent that grow- 
ers intended to raise more turkeys this vear than In 1953. Beeause 
the turkey industry is a well-organized segment of the poultry indus 
try, we hoped to assist growers by issuing timely warnings as to the 
potential crop size. The January 15 report on producers’ intentions 
to grow turkeys was followed immediately by a meeting of the Turkey 
Industry Advisory Committee. It recommended that growers sub- 
stantially reduce the number of turkeys grown this year compared 
with 1953. The committee felt that the newly available statistics on 
monthly poultry production and on the number of breeder hens 
reste a fol nit lusion 1h breede1 ‘ flo ks should enable an enlightened 
dustry to stabilize production. 

We — here oes press releases issued at different times in the 
nature of warnl nes against overproduction. These would be help ful 
for the cena 

Senator Anprerson. May we put in the Turkey Advisory Commit- 
Tee | St also ? 

The CHATRMAN. ae that will be done without objection. 

Che documents ‘eferred to; above are as follows:) 


TURKEY INDUSTRY ADVISORY COMMITTEE—OCTOBER 26, 1954 


J. Arza Adams, Adams Farms, Pleasant Grove, Utah 

lierbert Beyers, general manager, Norbest Turkey Growers Association, post- 
office box 1629, Salt Lake City, Utah 

Benjamin I. Brown, Producers’ Distributing Agency, Inc., 84-106 Gansevoort 
Street, New York 14, N. Y. 

Peter C. Crafts, Rosmoore Farms, Grasmer, N. H 

Herman Dahlberg, E. A. Swanson & Sons, 1302 Douglas Street, Omaha. Nebr 

©. E. Droege, dairy and poultry department, Swift & Co.. Union Stock Yards, 
Chicago, | 

Dwicht 





J 1IS16 L Street, Merce ad, ¢ 
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E. D. Griffin, vice president, Allied Mills, Ine., Board of Trade 1 ding, 141 Wes 
Jackson Street, Chicago 4. I] 

Hovle Griffin, Monroe Processing Co., Monroe, N. C 

Roscoe Hill, Roscoe Hill Hatchery, 910 R Street, Linc 1, Neh 

Chester C. Housh, East Point Turkeys, Elk 

Fred Hunt, manager, poultry division, Washington Cooperative Farmers Asso 
ciation, 201-217 Elliott Avenue West, Seattle, Wash 

Ralph Janes, ines Bar Nothing Ranch, post-office box 91S, Aust Lex 

Dwight Lifer, Lifer’s Turkey Fa Danville, O 

Alex Maul, Maul & P istrini, 54048 ds Ave e, Fres 2, Calif 

Graydon McCulley, McCulley Turkey Fart Maple Plains, Min 

Db. W. Mertz, Mertz Turkey Fart Northumberland, Pa 

Clem W. Norton, president, Northwest Poultry & Dairy Products Co., 252 So 
east Oak Street, Portland 14, Oreg 

Frank Priebe, Priebe & Sons, Inc., 110 North Franklin Street, Chicago, Il 

William C, Purdy, Jewel Food Stores, 3617 South Ashland Avenue, ¢ 

J.D. Sykes, vice president, Ralston Purina Co., Checkerboard Square, St. Louis 
Mo 

Ray Thom hn, Thompson Bros. Hatchery, Ellsworth, Iowa 

Arlo V. Turner, president, the Grange Co., Box 860, Modesto, Calif 

Henderson Wilcox, F. M. Stamper Co., 100 East Coates Street, Moberly, Mo 











TURKEY ApviIsory COMMITTEI 
Issued through facilities of the U. S. Department of Agriculture) 


WASHINGTON, January 20, 1954 


rURKEY ADVISORY COMMITTEE RECOMMENDS REDU¢ YN ry GROWERS 
PRODUCTION INI NTIONS 
Recommendations for a substantial reduction in the production of turkeys fron 


producers’ intentions reported to the United States Department of Agriculture 
were made by the Turkey Industry Advisory Committee meeting at Milwaukee, 
Wis., on January 16. 

The United States Department of Agriculture issued a report on January 15 
of producers’ intentions to produce 6 percent more heavy-breed turkeys this year 
than last, and to increase the production of light breeds by 9 percent. On the 
basis of this and other information, the committee recommended that the pro- 
duction of heavy breeds be “no larger than in 1953,” and th the production 
of light breeds be “no more than can be profitably marketed through normal com 
mercial channels.” 

The committee said that growers’ intentions to increase production, as 
ported by the Department, were more than substantiated by the 
January 15 special turkey hatchery report This report showed 





turkey States on January 1 there were 110 percent more light-breed e; nd 
15 percent more heavy-breed eggs in incubators than a year earlie 
The committee also pointed out that the stocks of turkeys in cold storage e 


large. Although smaller than the total stocks of a year ago, the January 1, 
1954, holdings were about equivalent to that part of the year-earlier stocks wl 


were available for commercial sale after allowance was made fo! mnt ts 
to the Government’s purchase prograt At the same time, offi reports ane 
estimates of breeder turkeys tested and to be tested show possibilities fo 
substantial increase in production of both heavy and light-breed turkeys this 
year 

The committee said that conditions indicate that “a mater reduction should 
be made in the 1954 crop of heavy-breed turkeys as now planned by growers in 


their intentions report, and that the crop be at most no larger than in 1953 

As for light-breed turkeys, the committee said that “the production cycle of 
these small birds is sufficiently short so that producers, hatcherymen, and 
distributors in each area can achieve balanced production through the year to 


approximate market demand. Present grows intentions indicate an over 
production Immediate serious study of this problem should be made by all 


segments of the industry in the producing areas 

The committee also said that “we should not expect Government to come to the 
relief of producers of a crop if those producers make no real effort to protec 
themselves. Statistics on monthly poult production and testings of breeders, 
available for the first time, should enable an enlightened industry to stabilize 


production. 
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“We will exercise every known means to promote through all possible pronio- 
tional and merchandising efforts a balance between production and consumption, 
and respectfully request assistance of the United States Department of Agri- 
culture in these efforts. 

“The industry, realizing the seriousness of a possible overproduction of all 
types of turkeys will exercise all efforts toward the utilization of sound credit 
to keep the industry on a healthy financial basis.” 


UNITED STATES DEPARTMENT OF AGRICULTURI 
WASHINGTON, April 26, 1954 


rURKEY ADVISORY COMMITTEE URGES INDUSTRY ACTION ON PRODUCTION AND 


MARKETIN( 


The Turkey Industry Advisory Committee, following a meeting in Washington 
DD. C., April 22 and 23, made several recommendations to avoid excessive produc- 
tion during the rest of this year. 

The industry group, appointed by Secretary of Agriculture Ezra Taft Benson 
to advise him, decided that 1954 production of heavy-breed turkeys may exceed 
the 1953 production by at least 10 percent 

The committee urged that breeder flocks of heavy-type turkeys be marketed 


as early as possible, that production of late turkeys be cut, and that industry 


and Government efforts to increase turkey consumption be stepped up consider 
ably during the rest of the vear 

“All segments of the industry are responsible for this increased production,” 
the committee pointed out. ‘The sole responsibility for marketing this produc- 
tion should, therefore, be within the industry.’ 

“Growers have gone beyond their intentions, as indicated on January 1, 1954,” 
the committee explained “This indicated crop is believed to be in excess of 
inarket requirements at prices profitable to growers 

‘Turkey feed prices have already risen to a point where, if sustained, costs to 
growers for the 1954 turkey crop will be increased by at least 8 cents per pound, 
on a live-weight basis over 1953 

‘This anticipated increased volume could reduce further grower returns by 
several cents per pound, on a live-weight basis.” 

rhe committee also expressed a belief that ‘markets of heavy-breed turkeys 
can show a marked expansion during the next several years. Population is 
growing rapidly and per capita consumption has been, and will likely continue, 
expanding. This expansion of production, however, cannot be expected to occur 
uniformly or orderly every year Factors appear from time to time which may 
justify a temporary slowing down of the average rate of increase. 

“The light-breed turkey situation is adjusting itself so far as fall marketing 
is concerned. The earlier crop of breeder hens has been liquidated to present 
needs due to current low market prices.” 

In recommendations to breeders, hatcherymen, financial interests, and growers, 
the committee urged with reference to heavy-type turkeys, that: 

Breeders’ flocks be marketed at the earliest possible date because heavy late 
turkey production will increase total output to a point that may be disastrous to 
the industry; hatcherymen curtail hatchings as rapidly as possible and close 
their season as soon as practical; growers should reduce as much as possible 
their production of late turkeys; all interests financing turkey production should 
encourage liquidation of breeder flocks as rapidly as possible and discourage 
growers from starting late flocks, except where there is a known profitable local 
market for such turkeys. 

The committee urged the whole industry to increase its support of the “eat 
more turkey” campaign designed to broaden consumption in line with the in- 
creased supply, with special attention to “Midsummer turkey time,” July 28 to 
August 8, when “the supply of small and medium-size turkeys will be plentiful 
and in larger supply than a year ago.” Continued cooperation of the turkey in 
dustry, the United States Department of Agriculture, State and local organiza- 
tions, publie feeding institutions, and distributors and merchandisers was sought 
for these and other promotional and merchandising efforts. 

The committee commended the Armed Forces for substantially increasing the 
use of turkeys for troop feeding and asked the military to increase purchases 
of breeder and young tom turkeys this summer and early fall. Expanded re 
search to find new uses for turkey and improved methods of merchandising were 
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recommended, and the Department of Agriculture was asked to assist in this 
work. 


UNITep STATES DEPARTMENT OF AGRICULTURI 
WASHINGTON, July 19, 1954 


COM MITTEE SEES TURKEY PRICES IN 1954 SATISFACTORY BOTH TO PRODUCERS, 


CONSU MERS 


Prospects that this year’s turkey crop will move into channels of trade 
prices satisfactory both to producers and consumers are seen in a report made 
today to Secretary of Agriculture Ezra Taft Benson by the Turkey Industry 
Advisory Committee 


rhe report followed a meeting of the advisory committee on July 16-17 
Washington, D. C., in which the turkey situation and outlook were reviewed 
in detail The committee is composed of representatives of every major segment 


of the turkey industry, including producers, processors, and distributors 
The report stated that no loan or purchase program for turkeys is necessary 


at present. However, it recognized the importance of increased emphasis on 
marketing efforts, especially since this year’s turkey rop is somewhat above 
last year’s. Industrywide cooperation in efforts to increase consumption f 


turkeys, coupled with continued assistance from the United States Department 
of Agriculture, were also urged. It pointed out that the Department of Agri- 
culture is keeping the turkey situation under constant revie and will continue 
its promotional assistance 

As background factors in the turkey outlook, the committee cited these five: 

1. Current prices for turkeys are now believed to be at the seasonal low—the 
lowest levels expected in this marketing season. 

2. The net out-of-storage movement of turkeys during June was 4 million 
pounds above that of June a year ago; a sharp increase 

Industrywide cooperation has been brought to bear to promote the consump 

tion of turkeys 

In this connection, the committee commended the Department of Agriculture 





for its cooperation, and stressed the need for full support in these efforts by 
the entire industry. 
rhe committee cited the midsummer turkey time merchandising campaign 





(July 28-August 8) as an outstanding example of the industry’s interest in 
furthering its program of self-help. It indicated that similar merchandising 
efforts are planned for the entire marketing season 

t+. Heavy type toms can now be marketed at lighter weights than formerly, 
owing to modern processing and packaging techniques 

The practice of marketing these at lighter weights was recommended until 
about mid-November, since the lighter weights find ready acceptance for family 
use during the holiday periods. 

5. Many agencies which finance the raising of turkeys are helping their growers 
find processing and storage facilities whereby they can market turkeys in an 
orderly manner. 

Other financing a 











encies were urged to cooperate with growers in this way 





UNITED STATES DEPARTMENT OF AGRICUL! 
WASHINGTON, November 19, 1954 


TURKEY INDUSTRY CAUTIONED AGAINST EXCESSIVE PRODUCTION IN 1955 


Turkey breeders, hatchery operators, feed companies, and turkey growers were 


cautioned today by the United States Department of Agriculture against exces- 
sive production of turkey eggs, poults, and turkeys in 1955 

The Department said that early season developments point to a 1955 turkey 
crop somewhat larger than this year’s high record output of 61 million birds 
Turkeys have been selling substantially lower this Year than last 

Looking toward the 1955 crop, the Department pointed out that during July 
October this year, 19 percent more heavy-type breeder hens were tested for 
inclusion in breeding flocks than during the same period last year. This increase 
more than offset a reduction of 13 percent in testings of light-breed hens 
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Hatchings of both heavy-breed and light-breed turkeys in September and Octo 
ber this year also were sharply above those of a year earlier Approximately 
1,300,000 poults were hatched this September and October—a 50-percent Increase 
ver the same months last yea 

The upward trend in the number of er type breeder hens being kept for 
egg production must be reversed if a fi able outlook is to be established for 


1\ 
production and prices of turkeys in 1955, the ‘De partment said 


This year’s increase in testings has occurred principally n the West North 
Central and Pacific coast regions. The two largest turkey producing States 
California and Minnesota woth show substantial increases from last yeal 
the number of heavy turkeys tested since July 1 


Early testing is advantageous, the Department said, for efficient operation of 
the testing programs conducted by the respective States But if a large supply 
of turkey hatching eggs becomes available ahead of the normal seasonal demand 
for setting eggs in incubators, the market season for turkey hatching eggs wil 
open on a weak tone. 

Department officials said that attention is being called to the early season 
developments whiie there is still time for the industry to adjust production more 


in line with market requirements for the 1955 crop. They added that if the 


present trend continues, both turkey breeders and growers Will be faced with the 


possibility of unsatisfactory prices in 1955 


Mir. Morse. Unfortunately, the recommendations of the committee 
were not followed, so the Department agaln called the adv lsory com 
mittee toa meeting in April. At that time the committee concluded : 

\ll segments of the industry are responsible for this increased production 
The sole responsibility for marketing this production should, therefore, be withi 
the industry. 

The continued cooperation of the Department was asked in assisting 
turkey growers in the merchandising and promotion of turkeys. 

The out look became critical as the season advanced, SO a third meet- 
ing of the committee Wit called in July. The committee _— that. 
In 1tS Opinion, No loan or pur hase program for turke VS Was hecessary 
at that time, and again requested the continued help of the D partment 
toward increasing turkey consumption. 

\ subcommittee was appointed to keep careful watch on current 
prices and market oO, with the responsibility of informing the full 
committee as to the need for further vovernmental action. W hile 
this subcommittee was not unanimous, it, nevertheless, did not request 
a purchase program. 

n addition to the advisory committees, the Department has, of 
course, consulted with others representing farmers and general poul- 
try groups. 

I would like to reemphasize that sentence because, in addition to 
these committee lists being put into the record, we have had very wide 
dvice from farmers and those representing farmers as well as poultry 
groups. 


I have rey iewed in some detail the meet iInos of these several ady sory 
groups to show what the jy cence has done to seek advice from 
the industry. In all three instan eggs, broilers, and turkeys—we 


have been consistently told that Sea rnment purchase programs are 
not the proper form of assistance and that they were not wanted. All 
of these groups have asked for more research work and more statistical 
information that will help vrowers Snes doa better job of 
balaneing supplies with demand so as to bring prices to more reason 
able levels, 

Also, throughout all of these meetings there has been the constant 

ealization that the Department has been of assistance and could prob- 
i ly be of more assistance in the fielk l of merch: indising these various 








PRICE SPREADS ON POULTRY AND EGGS aa 
poultry products. During 1954 the Department devoted as much o1 
more of its efforts along these lines to pou ultiry products than to any 
other group of agricultural commodities. We have been acutel) 
aware of the depressed price situation with respect to all poultry 
products and we are also fully aware of the high nutritional value 
of these products to consumers. We have consequently been eager to 
lend our he ‘Ip to the fullest extent possible to increase the movement 
into consumption through our plentiful foods program. 

The products of the poultry industry—eggs, turkeys, broilers and 
frvers, and stewing hens—were listed as regula ple ntiful food iten 
22 times during 1 1954, were given Sadia attention on 8 occasions, and 
2 special merchandising drives were staged. 

Keo producers es will continue to receive relatively low 
prices during the first part of next year. Apparently there has beet 
are ‘latively heavy rt she of eullin g of older hens this fall, and we sin 
cerely hope this continues. = all farmers would cull even 3 or t pel 


cent more birds than last year from their flocks, the egg-price problem 
would be considerably aie If this does not happe n. however, we 
shall probably have to wait for an improvement in egg prices until 


next summer when there will probably be fewer pullets coming into 
lay as product lon of the olde birds declines. 


It is perhaps of interest to note that not all farmers produce eggs 
for sale. Only 46 percent of all farmers sold eggs during LY49, the 
last vear for which data are available. Most of the eggs are still pro 


duced by small- floe k owners. HLlowever, the re «1S a growl ing trend 
toward commercial production. In 1949 only 2.1 percent of all flocks 
had 400 or more birds on h: und, but these floc! KS produced over 55 pel 


cent of the total ege supply. Twenty five percent of the egg SUDDI\ 
Was produced by flocks of 800 or more birds. 

The outlook for broiler eyrowers should Inmiprove i] e neal future 
The number of chicks placed on broiler farms has been below a year 
ago since early October. This means that market hnvs Jal ary W l| 


Start declining below a year earlier. 

As for turkey growers during 1955, the outlook at th present time 
is clouded. Growers have been testing for inelusior ! breeding flocks 
many nee birds than a year ago, which points toward a very liberal 
supply of hatching eggs during at least the early part of the hatching 


season. On the basis of this seo the Departm ent issued a press 
release recently warning turkey breeders and others that: a large supply 
of turkey hatching eggs prior to the normal hatching season might 
lead to low prices for eggs and poults, as well as contribute to too 
large a crop of turkeys raised in 1955, 


From the ee that have been made to us by the various 


advisory groups, is clear that the preference of poultry industry 
representatives 1s : the ra oe to solve its own problems to the 
extent that this can be done by the individual producers. This is the 


same general attitude that has characterized the dramatic growth and 

expansion that has taken place in the poultry industry in recent years. 
The poultry industry is to be highly commended for its constructive 
attitude. 

The poultry industry, like many others, has served the Nation well, 
especially during the war years when there was such a great need for 
expanded production. In the present situation, the poultry industry 
is also to be commended for its recognition of the need for bringing 
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about an adjustment so that production may be brought into better 
balance with demand and thus bring more reasonable returns to pro- 
ducers. Weinthe Department intend to continue to work closely with 
the poultry industry to accomplish that objective. 

Mr. Chairman. I regret the length of this statement but this has 
been so important in the agricultural picture that we felt it should be 
dealt with rather fully. 

The Cnamman. Although the time to which we were actually 
entitled is up, I think we might have time for a few questions. 

Senator Young? 

Senator Young. Do you have any figures, for example, dealing 
with the Chicago, New York, and Washington area, as to how much 
consumers are pay ing for eggs and what percentage of that amount 
the farmers are receiving ? 


Mr. Morse. Mr. Wells, would you answer that ? 


STATEMENT OF 0. V. WELLS, ADMINISTRATOR, AGRICULTURAL 
MARKETING SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. Wetus. We have been trying to carry on a continuing survey 
in the Washington area, checking both on nearby eggs as well as mid- 


western e 


rir. 

The (CHAIRMAN. This is the Washington aren. senator Young 
asked about the Chicago area. 

Senator YOUNG. Any 1 of the 3. 

Mr. Wetrs. The continuing study for Washington is one we are 
working on and hope to make available to the committee in the near 
future. Our figures for November 1954, which compare with the 
figures for November a vear ago, are incompl te, 

Senator Young. I have other questions which [ will wait with until 


later. I do want to commend you for a statement dealing’ with sur 
pluses and especially since you are not blaming any price-support 
program this time for the surplus. You have a surplus but not a 


price-support program to charge it to. 

Mr. Morse. That is right. 

The CuarrMan. Senator Thye? 

Senator Tuyr. The one that I am concerned with is the complaint 
regarding the mercantile exchange manipulation. That is the com 
plaint that seems to be the most serious. I have a communication on 
my desk that says that the manipulation on the Chicago market could 
affect the price ot eggs as much as 5 cents a dozen to 10 cents, with the 
niere purchasing of a few cases of eggs. That, of course, is a serious 
thing because a poultry buyer would naturally be ultraconservative in 
his purchases if he was fearful that a manipulation could cause him a 
great loss on a daily purchase or on a week's purchase. That is the 
createst concern that I have. 

There is a second factor that is serious: the wide spread between 
what the producer receives and what the consumer pays. That has 
been widening constantly for the last 2 years, and it certainly is evi- 
dent in the egg prices. 

Mr. Morse. As of now I believe we have no authority to limit the 
daily fluctuations for eggs. 
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Senator Truyr. Have you made any study of it so as to make a recom- 
mendation to the C ongress if you think the ‘re is a need for some sort 
of control there / 

Mr. Morse. Let me ask Mr. Wells, who heads up the Marketing 
Service. 

Mr. Wetts. I do not know of any study we have made of the fluetu 
ation on the ¢ ‘hicago Mercantile Exchange. 

Senator Tiryvr. Chicago or New York. 

Mr. WELLs. We have received somewhat similar complaints with 
respect to prices on the New York Mercantile Exchange. We have 
done some work to try to find out whether the prices on Tuesd: ays and 
Thursdays, which are settlement days for many producers in the coun 
try, drop more often than on other days or drop further. So far as the 
actual statistical record goes we do not find any conclusive evidence 
that those particular days are abnormal. I think it is true that there 
are days when the price is quite erratic, 

Senator THyr. You are in there and making a study of it. Are you 
through with your study or is it still in progress ¢ 

Mr. Wettis. Mr. Termolhilen ¢ 

Mr. Termonven. I would like to make a statement that I believe 
would be of interest to you. Just a week ago I met with some of the 
men from your State, some of them you may know personally, with 
some other men from Lowa, to discuss part of this particular problem, 
and some of the things that the men out there might be able to do to 
aid in connection with it. I think that we probably will—outside of 
any investigations or anything of that kind—perhaps be able to do 
some good through the very fine he Ip of those people. 

Senator Tuyr. That is encouraging because the situation is bad. 
There is no escaping that fact. 

Mr. Termon.en. I wanted » 1 to know that we are cognizant of the 
problem and we are working directly with some of the very people that 
you know persons ally. 

Senator Tuyr. That was primarily why I urged the chairman of 
this committee session today to get a report from you and to amplify 
the necessity of getting into this so that the producer as well as the 
consumer is protected. 

Mr. Morse. We will be glad to go into that further as a result of 
your inquiry. 

Senator Turse. Thank you, Mr. Chairman. 

The Cuarrman. About 3 weeks ago the Department suspended the 
right of certain individuals to trade in eggs on the Chicago market. 
WI hat was the reason for that ? I assume there was good reason for it. 
Can any of your men here answer th: ai question ? Y 

Mr. Morse. I cannot. Such disciplinary measures are being taken 
from time to time. 

Mr. We ts. I will check and see that the statement is inserted in 
the record. 

The CHarrmMan. Very well. 

(The information is as follows: ) 

GREAT WeEst®rx 1949 Eco Furures Manriputation Cast 
On April 22, 1952, a Federal grand jury in New York City returned an indict 


ment charging Great Western Food Distributors, Inc., Nathaniel E. Hess, presi 
dent of Great Western, Industrial Raw Materials Corp., an importer and exporter 
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of petroleum byproducts, and Edward B.. Gotthelt and Jack Rauch, operators 
of the Eastern States Advertising Agency, of New York City, with conspiracy to 
. deliverable on October 1949 egg futures 


restraint of trade and commerce in ezes ; 
ontracts on the Chicago Mercantile Exchange, in violation of the Sherman 
Antitrust Act The indictment charged that the defendants conspired to acquire 
October 1949 egg futures in the Chicago market in excess of the deliverable 
supply of eggs and to reduce the quantity of deliverable eggs, thereby creating 
an artificial reduction in egg supplies and increasing prices on the Chicago 
Mercantile Exchange : 

The grand jury at the same time returned a presentment recommending that 
erimil nformations be filed in Chicago charging (1) the above-named defend 


ints, together with Charles S. Borden, vice president of Great Western Food 
jistributors “ th attempting to manipulate and manipulating prices of, 
Li itors, Inc., with att | g | 


nd attempting to corner October 1949 egg futures in violation of the Commodity 
Exchange Act. and (2) Great Western Food Distributors, Inc., and Nathaniel 
EF. Hess, with manipulating prices of egg futures contracts for November 1949 
delivery on the Chicago Mercantile Exchange and with monopolizing and corner 
ng storage eggs deliverable on such contracts, in violation of the Sherman 


Antitrust Act and the Commodity Exchange Act 

Criminal informations were filed at Chicago on April 25, 1952, and the New 
York grand jury indictment was subsequently transferred to the United States 
District Court in ¢ icago and there joined with the two criminal informations. 


On May 21, 1954, Federal Judge W. G. Knoch in the United States Distric 


Court in Chicago imposed fines aggregating $32,000 against the 2 defendant cor 
porations and the 4 individual defendants for violation of the Commodity 
Exchange Act, and the Sherman Antitrust Act Che fines assessed were imposed 
following pleas of nolo contendere by all of the defendants 

GREAT WESTERN 1947 Eco Furures MANIPULATION CASI 


As the result of investigation by the Commodity Exchange Authority, a com 


plaint (CE—-A Docket No. 48) was issued on July 12, 1948, against Great Western 
Distributors, Inc., Nathaniel E. Hess, and Charles 8S. Borden, alleging that the 
respondents cornered the December 1947 Chicago egg futures market and at 
tempted to manipulate egg prices in violation of the Commodity Exchange Act. 

The United States Court of Appeals for the Seventh Circuit, in a decision 
delivered in January 1953 upholding the Government’s charges, summarized the 


CEA charges as follows 


“During November and December 1947, the corporate petitioner (Great West 
ern) pure hased and held large qual tities of December 1947 egg futures on the 
Chicugo Mercantile Exchange, thereby establishing a dominant and controlling 
g position in such futures, which it maintained and strengthened as the 
close of trading in such futures approached. Coincidentally, it purchased and 
held large quantities of ‘cash eggs, which were deliverable on December futures 
contracts and, in addition, stood for and received delivery of substantially all 
of the remaining eggs deliverable in satisfaction of December futures. Thus, 
by these purchases and deliveries, it was charged that it obtained possession and 
control of the supply of deliverable eggs in the Chicago and surrounding areas. 
‘These eggs were then offered for sale only at prices which made it unduly costly 
for shorts to purchase them for delivery, with the consequence that the latter 
were compelled to cover their sales by the purchase of futures at prices fixed 
by respondent. Thus, the Government charged, respondent attained a position 


lor 


whereby it could, and did, demand such prices as it saw fit for ‘cash’ eggs and 
December futures from persons who had sold such futures and were obligated to 
deliver eggs or purchase futures in order to perform their contracts. The com 
plaint further averred that these transactions were carried out by the individual 
petitioners in their capacity as officers and employees of the corporation and 
were undertaken for the purpose and with the intent of widening the difference 
between the price of December 1947 and January 1948 egg futures contracts, and 
increasing or preventing a decrease in the price of eggs deliverable in satisfaction 
of December futures contracts.” * 

The respondents’ petition for writ of certiorari was denied by the United 
States Supreme Court on June 15, 1953, and effective September 1, 1953, the 
respondents were denied trading privileges for their own accounts on all con- 
tract markets for the period of 1 year. 
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Tue CBA AND THE Ecc Futures MARKETS 









PURPOSE OF COMMODITY EX¢ LN \ 
The major purpose of the Commodity Exchange Act is to prevent price 
pulation and corners and foster fair trade practices and honest dealing on 
commodity futures markets 
The Commodity Exchange Act prohibits price manip tion, corners, and cer 
tain trade practices which lend themselves to cheating or f 
rhe act Iso rohibits the dissem tion of f Se ¢ I she ling crop rket 
information for the purpose of affecting prices; the “I ceting t orders the 
purchase or sale of Columodity rutures ; Wash sales an Lhe tious traus 
act ons 
The statute confines futures trading to exch es enser 
and requires that brokerage firms and floor brokers handling stomers’ orders 
for commodity futures be registered by the Secretary of Agriculture annu 
The act also prohibits the commingling of Customers’ funds with funds of the 
broker by whom held. 
PRICE FLUCTUATION LIMITS 
The act confers no authority whatever with respect to establishing price 
fluctuation limits rhe Chicago and New York Me ntile Exchanges have a 2 
cent a dozen daily fluctuation limit, above or below the previous day’ g 
price, applicable to egg futures prices. They have no fluctuation limits on spot 
eggs 
[TRADING PRACTICES 
The Department of Agriculture has give co deralble tter m to tradi 
practices on the New York egg futures market conducte b he New York 
Mercantile Exchange As result of a conference held \\ hington on 
Mav 10. 1951. which was attended by representatives of le and produce! 
nterests, cel } tl trade practice were difi I h CEA re 
1] itions 
MANTPt ATIO rt PRICES 
During the past fiscal vear the Department brought t mn two ense 
involving charges of manipulation of egg prices One of the « ‘ vas handled 
san adi t e pre eding I ¢ 1 in the det gy pri fe 
to the respondents for a period of 1 eu Hn: ontrac } ets The othe 
case, prosecuted crimina , wa osed by f posit ‘ vyereg ! 


S3BV.000 


Hearings are currently bei held mother « ( ’ , tio? f 





PROOF O} IP ION SSARY 

In order to support administrative or crimina rroceedit n the event of 
questionable price move s, it is, of Course, essentia ich stunce to prove 
that such rice movements are the resu ‘ init ' he duc 
prohibited by the stutute. Whenever sucl oof pears pe ! 
the provisions of the Commodity Exchange A Ss inst ite 


The CHatruan. Senator Anderson ? 
Senator ANprerson. | was more interested in the question raised by 


financing than this one here. I just happened to have tried last year 
what. lL meht do with a few thousand turkeys a1 I found out. It 
is a great pleasure to produ ( to use the vapor s. to feed 
them the finest kind of feed, and then have the chain stores come 


1 1 1 


and say, “We have decided that the ceiling will be 41 cents. You cat 
sell at that or throw them in the ashean.” 

| think that has something to do wit this whole situation. l had 
to peddle hundreds of turkeys individually at 55 cents when the chain 
store price was 41, 44, 43, whatever it happened to be that day. It is 
a pretty rough situation. 
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Senator Tuyr. Senator anne you are putting your finger on 
the very question which has made t extremely difficult for the pro- 
ducer. I think we need to go into this question further. 

The Cuaiman. Frankly, I would like to see the committee and 
the De ‘partnent both continue the work of looking into these Price 
spre: ads in the months ahead. The product! on and sale pr ices of 
poultry and eggs appear to be one of the most fertile fields to look 
into. 

Senator Anperson. I think you will find that 1 man handles or 
arranges 80 percent of all turkey sales in the Western States. 

The CHarrMAN. Senator Williams / 

Senator Wituiams. Mr. Chairman, we are going to have to go to 


the floor. I wonder if we could not pick up here maybe tomorrow 

morning and go on with this. There are quite a few questions. 
Senator Ture. They are in the morning hour. I believe you are 

perfectly safe for 30 minutes. There will be quite a number that will 


be ewone if this speci ial session comes to a close tonight. 

Senator Wytuiams. I know, and I am wondering if you have not a 
question here of how many of us can be here tomorrow morning if 
we carry it over ¢ 

Senator Anprerson. What is this financing question ¢ 

Senator WinutiaMs. We could raise it. The question we have had— 
and I have had complaints from poultry producers from all over the 
country 

The Cu AIRMAN, How many can be here at 9 o'clock tomorrow mor} 
ing ¢ I know Senator Williams has been very much concerned over 
the extent to which the Government itself is financing overproduction 
of poultry products, | expect you would like to know more about that. 





In view of the fact Senator Thye cannot be here tomorrow morning, 


why not have more questions now ¢ 

Senator WittiAmMs. Why not have Senator Thye ask his questions / 

Senator Ture. I am through. I just want to follow what Senator 
Williams has. 

Senator Wiiuiams. In fairness we could not go over it in 15 or 20 
minutes. There are some in the Department who think the amount of 
Government money being used is unimportant and does not have any 
effect, in which event if the whole poultry industry disapproves of it 
and the Department thinks it is unimportant, my question is why does 
the Government not get out of the financing business / 

The second que stion is, if it of an vy mé yor import: ince let us find out 
because the complaint that we are getting in our area is that the 
Department of Agriculture has been putting out such statements as 
this one this morning, which I frankly think is an excellent statement, 
pointing out and emphasizing to the poultry industry that their prob- 
lem is overproduction and one which they must correct. It is then 
rather strange to find that at the same time another division of the 
Department of Agriculture is encouraging production, lending money 
and financing the expansion of this i1 dustry, while still another divi- 
sion 1s asking them to cut bae kk, I would li ke to see those two view- 
points reconciled. I would like to have he reata meeting the heads of 
of each of these different de partments which are lending the money 
because the problem that I ran into when I started checking this 
question was that I would get from a department a statement that 
we are making practically no loans. 
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The Department of Agriculture and the Farm Credit Administra 
tion are two different agencies but to the farmers they are all one 
They are not interested in whether it is X, Y, or Z age \ but in t 
fact that it is Government financing. 

I would like to have an explanation of why any Government agence: 
is encouraging expansion and financing of an industry that is already 
in overproduction. 

The CHamman. I think it is quite important to find out what the 
Department is doing to curb such overfinancing. 


Senator Witiiams. I raise this point not in criticism of Mr. Mo 
I have discussed it with him many times and I know he is sympathe 
with my viewpoint. However, it is something we should clear 
once and for all. 

Mr. Morse. I would be glad to come back at the committee's pl 
ure in the morning or proceed now. 

Senator Tyr. I will stay. I will change my plans. If we | 
a committee session tomorrow I will be here. 

The CHatrman. Off the record. 

(Diseussion otf the record. ) 

The CHairnMan. Senator Young? 

Senator Younc. I am curious to know, what more do you do to 
call attention of the farmers to the problem of surpluses, particularly 


in poultry, other than releases you put out? Do you work throug! 
county agents / 

Mr. Morse. Yes. You see, the whole outlook approach is used. 
The extension service in the various States pick up this information, 
and county agents carry it on down to the producers. As you have 
indicated, Senator Anderson, a constructive effort has been made by 
the hatchery people and the poultry people to try to guide production. 

Senator ANnprekson. They are trying to guide me into more pro 
duction. 

Mr. Morse. What certain individuals will do I cannot speak for. 





But | know the leadership In the hatchery organiZatlol — 
Senator ANperson. The county agent In my home county does not 
have an opinion on it. He has no idea. If this material is available, 


is there not some Way that we can get it out to the State extension 
service SO they can tell the county agent that this looks like a bad vear 
for turkey s, or do the turkey people say “For God’s sake don’t let 
that out or we won't sell any turkey poults” / 

Mr. Morse. This information goes out to publications and others 
across the country; it is widely circulated and your county agent 
should have it. 

Senator ANpERson. Can you tell me where this sort of material 
showing it is to be a bad year for turkeys has been publicized ¢ 

Senator WituiaMs. I think it was—— 

Senator ANpeRsoN. In newspapers / 

Senator WiiuiAMs. It was in our area. 

Senator Tuyer. I saw a release on it. Not only inthe Turkey Grow 
ers Association magazine but also in a daily paper. 

Senator Winuitams. I saw one sometime back. 

Mr. Morsr. We, of course, have to watch developments and keep 
the producers fully informed right up to the very critical time when 
the eggs that are produced go into the incubators. The first part 
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of the year, helps set the stage for whether or not we have a profitable 
year for poultry. The information that is put out by the Department 
IS very Important. Likewise, the thing that helps to determine how 
many chi ks a farmer W i]] raise, buy from the hatcheries, is the price 
of eggs at the time of starting pullets. It is a pretty delicate mecha 


nism, and one of the best guides as to how many chickens poultrymen 
will be influenced to start for their laying flocks, will be the price of 


J 


eggs the first part of the year. 

The ¢ HAIRMAN. We have to be on the floor. We will be here to- 
morrow morning at 9 o'clock. 

(Whereupon, at 10:22 a. m.. the committee was adjourned, to re- 


vene at 9a. m., Friday, December 3, 1954.) 
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FRIDAY, DECEMBER 3, 1954 


Unirep States SENATE, 
CoMMITTER ON AGRICULTURE AND Forestry. 


The committee met, pursuant to eall, at 9 a. m ! ! 2. mel 
Othice Building, Senator George D. Aiken (chairman) pi ding. 

Present : Senators A ken, Youne, ‘| hve, Wilhiar . and Anderson 

The CHAIRMAN. The committee will come to order. lo take adva 
tage of what time we have here, we will get u rway now. 

Yesterday we heard from Under Secret iy of Aon iulture ‘J 
Morse with regard to the poultry ind eg@ situation | en. bet re we 


recessed yesterday, 1b WAS arral ced that represel tatives oft le nding 


agencies would come before the committee today to tell about the 


policies in regard to financing the poultry business and the extent to 
which the poultry business has been financed or has, as some think, 
possibly been overfinanced in recent years. 

The first representative to appear before us tf morning is Mr, 


R. B. Tootell,. (yovernor ot t] e Farm (‘re Adm tration. ] im 


sure that Senator Williams desires some information with regard to 
the financing of the poultry industry. 


STATEMENT OF R. B. TOOTELL, GOVERNOR, FARM CREDIT 
ADMINISTRATION 


Mr. Tooretn. Senator Aiken and members of the « ommittee, I think 
I might, by way of review, say that the Farm Credit Administration 
is a Federal agency which has the responsibility for supervision of 
the 12 farm credit district lending institutions. The Federal agency 
does not itself make loans of any kind to farmers. In each of the 
12 farm credit districts there are | lending institutions, each of which 
renders a rather distinct type of credit service to farmers. It is a 
cooperative credit system, and to a oreat extent 1tS activities are de 
centralized to the districts and to the local association levels. Asa 
matter of fact. the Farm Credit Act of 1953 directed an even further 
decentralization of activities of Farm Credit Administration to the 
local units. There are only 2 of the 4 local units in a farm credit 
district which lend money directly to farmers. ‘Those are the Federal 
land banks and the production credit associations. 

The Federal intermediate credit banks, a third unit of a district 
farm-credit setup, is a bank of discount. It discounts paper for the 
production credit associations and other financing institutions. 


dl 
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Then there are the banks for cooperative which make loans not. to 
farmers but to farmers’ cooperative associations. That is just by way 
of a review of the picture of our operation. We have been cognizant 
for sometime ot the overexpansion in the poultry industry generally 
and have been concerned about it. We have talked with Senator Wil- 
liams about it on several occasions, and we together sincerely explored 
the situation with a view to determining whether there were ways 
and means by which we might. through out credit activities, lessen 
the problem. 

\s a basis for this, however, we made some study of the extent to 
which the district farm credit units are financing the broiler industry. 
I would like to give you just briefly a report on what we found to be 
the extent of financing first by the Federal land banks. This study 

is made last summer and it indicates the degree to which the Ie deral 
land banks, the 12 Federal land banks, participated in the financing 
of the broiler industry in the year ended June 30, 1954. In that year 
the land banks made a total of 49,405 loans for a total of $501,433,000. 
Of that amount only a little over 18/100 of 1 percent was to the broiler 
ind IStry ; $557,504 was lent to a total of 195 farmers who are growing 
broilers. We have that information by States in the States in which 
broilers are grown to any extent. 

The CyHatrman. Do you have that in such form that it can be in 
cluded in the record ? 

Mr. Tooretn. We can make it available. 

Senator Wiini1AMs. It would be a good idea to put that in the record. 
That is a copy of the report I received from you under date of July 
29, 1954. 

Mr. Toorretn. Yes, sir. 

The CuHarrMan. We will insert that in the record. 

(The report is as follows >) 

JULY 22, 1954 
Hon. Joun J. WILLIAMS, 
lnited Ntates Senate 

DeAR SENATOR WILLIAMS: This is in reply to your letter of June 25 in which 
you requested information on loans to commercial broiler producers made or 
guaranteed by the Federal land banks through the national farm loan associa 
tior 

All Federal land bank loans are made by the Federal land banks upon recom 
mendation of the appropriate national farm loan association, and the latter’s 
endorsement on the loan is required. However, there is no provision in the land 
bank system for guaranteed loans. All such loans are first mortgages secured by 
farm real estate. 

Following your request each land bank was asked to supply us with available 
information as to its lending activities for commercial broiler operations during 
the fiscal year ended June 30. A summary of the banks’ replies to this letter, 
showing the number of loans and amounts by States for this purpose, is attached. 
The banks’ comments as to the method of obtaining the information are also 
included in the summary. Information was furnished by the association offices 
operating in the principal broiler producing areas of the States where the banks 
recognize this operation to be a well established, proven enterprise. 

During the fiscal year ended June 30, the land-bank system made 49,405 loans 
through national farm-loan associations in the amount of $301,433.72 The 
made to commercial broiler producers Such loans represent only 0.184 percent 
of the system’s total business for the year. 

We trust that this information meets with your requirements. 

Sincerely yours, 
R. B. Tooreti, Governor. 


PRICE SPREADS ON POULTRY AND EGGS 3 


The following is a summary of the replies received from the Federal land banks 
in response to the request of Senator Williams for informatior n loans made 


to commercial broiler producers: 
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Mr. Toorenn. The greatest number of broiler loans made by the land 
bank were loans that averaged only $3.556 which indicates that the 
majority of those land banks loans were To finance definitely family 
type operations and not large commercial broiler producers. 

Senator Winitams. Do you have 
ure averages. You can prove anvthing by averages. I do not ques 
tion but that it is right but we had one ease in which the average was 
SOU ¢ however, we found out that one man had 80 percent of the 


» breakdown of t hose loans ? Those 


loans in one particular district. Do you know whether that 1s true 
in this case ¢ 

Mr. Tooretn. Senator Williams, I do not know. I suspect we could 
ind out. say the five largest ones, without too mue! difficulty. 

Senator Wititams. Averages are oftentimes misleading as you 
ky mW. 

NMIn ‘TOOTELL. Ye :. they re. | uspect the fact that the total was 
onliv S165.000 w yuld mean that there could not be any very laree 


mmercial broiler loans involved in that land bank financing. 


\ little later I would lke to have Mr. Miles. who is director of our 


hort-term credit service in the Wash heton office, GUscuss the pro 
duct on credit lending to bro lers be Luse | think that is the field in 
Whi e@ partic pate to the vreatest extent. While Iam here | would 
like to say a few words about the financing of the ndustry on the 
irt of the banks for cooperative 

The 183 banks for cooperatives, 1 for each of the 12 districts and 
tiie ul entral bank 1 Washington: th entral bank has made no 
loa that involve the production of broilers. The co-op bank as | 
iid earlier, do not make loans to individual farmers but rather to 
farmers’ ooperat ves, market hg, pureha ng, supply he cooperatly 

I e CHAIRMAN. Do some of the cooperat Ve hake p duction loans 
tot rmembet 

\ fooTeLL. Not as such, Senator Aiken. Some of them extend 

called convenience credit. which 1s a 30-day credit I think 

there 1s ho question but that some of the fu is whieh we toan to 
certain farmers’ cooperatives, are mingled with their own operating 
funds and perhaps funds which they borrow from commercial banks 
nd do enter into this 30-day credit or convenience credit. 

Phe CHarrMan. That would not be considered as a production loan ? 


Mr. Toorenn. Notatall. Atleast we think not. 


Senator Wititiams. What other type of loans do they have? Is that 
the only type of credit that is extended to them with your money ¢ 

Mr. Toorrnn, They are extended three types of loans. They lend 
to farmers’ cooperatives for the purpose of constructing facilities. 
That is for the cooperative and not for an individual farmer. The 


build ne l Improvement ot a creamery, a poultry dressing plant, or 
a grain storage facility would be examples. 

Senator WILLIAMS. We are speaking about the operations in the 
pre duction of poultry. How can that be siphoned through the co 
operative under your organization ? 

Mr. Toorrtn. Take the facility alone again: our banks for coopera- 
tives have made some loans to farmers’ cooperatives that are engaged 
in the killing, processing, and marketing of broilers and other types 


of poultry. 
I 


Senator Witiiams. Iam speaking about production primarily now. 
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Mr. Toorein.. I think the only way, Senator Williams, in which t] 
banks for cooperatives may do that is qu te imdaire I : \ part of 


the operating loans which they make from time to time to farmet 
cooperative associations are used alo yr WV th other operating 1 
which those cooperatives have for the extension of tft hve 
credit to the farmers who are patrons of the cooperative 

senator WILL} (MIS, To your know le love that is the extent 

Mr. Toorein. That is right, sir. 

Senator Witniams. And that is the 30-day credit ? 

Mr. Toorenn. That is right. 

Senator Wintrams. Have you made any effort te eck to see if 


that is the true picture? 


Mr. Tooretn. Yes, we hay made some effort We] la a 








last summer by making inquiry specifically of the presidents of « 
of the 12 banks for cooperat ves and asked them def wut the 
extent of their finar noe, eithel lireetly o1 irecttyv, } ep 
business. I have their replies here by d 
Senator Wiiirams. I have copies of that. 
Mr. Toorreiu. I believe y« Sll 
They indicate that any part patio that the the ul 
ot the produ tion of broilers Sin anv event very || It Ol 
an indirect } Cl} on and « oO 
how much f the funds the b k for ¢ ) ed 
the other operating funds whi 1 the co-on | 1 ( 
Senator Witurams. I received a copy of that report I also 
that that is not the true picture with the banks and cooperatives 
{ ease of the | oh } 
1 to 1 \ \ L kn 
no | 
th t fart no t S40. 5 STD 
or { en 7 \ 1 l } ’ 
duce the broilers. 
Mr. Poorrnn. Co-op that are doing that and are borrowing from 


the banks? 
Senator Winiutams. They have been. Whether thev ar this list 


] could not say. But t] ev are youl majo. ooperat 


operating on the Delmarva Peni la. Phat 1 estab] ecl fact 

Mr. Toorenu. It is entirely at variance with the statement I have 
before me from the president of the bank. 

Senator Winurams. I know that. Would vou be willing to say that 
from this time on it will be stopped if we will a me it has not a 
on in the past? There is no need to argue about what is the past. 
But if it is against your principle would you bi lling to pu 


the record here that regardless of whether or not it has been going 
on in the past it will be stopped. If so, we will not arg bout the 
past? Would you be willing to say that it will not 
Government money 4 

Mr. Tooreiti. The question arises of course as to whether we, as a 
supervising agency of these district farm-credit units, . under t] 
law, issue a regulation 

Senator Wiii1ams. The point that I am raising is this: You ] 
issued a report and you have just now told us being dor 


and has not been done. Si ppose lam will eo to accept that. Sup 
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pose I forget my own opinion and we will accept that because there 
is no need to talk about the past. Would you be willing to say that 
the pone) which you have outlined here as being your policy in the 
past will | definitel v be the po lic \ from here on in? 

Mr. Toorent. i would say insofar as we are able to require that 
that policy be followed by the district units. 

Senator Wi. LiAMs. You would be able in this way: You could an- 
nounce it a a policy and you could announce to any borrower that 
f that solic; VY was violated you would stop loaning’ them mone V; and 
you would have control. 

Mr. Toorrii. That is, a district bank for co-ops can do that. 

Senator Wiiu1AMs. I am only asking you because this question has 
been batted around long enough. Some say these loans are large; 
some say they are small. We have a situation where you say that it 
has not been done to the extent that the farmers : und the eee 
tell me that it has been done. I am not interested in vetting into ar 
rument about that. Iam in perren agreement with the policy you 
have outlined which you here today say is your policy. If you will 
definitely say that you will enforce that policy from here on in and 
that if any horrower violates it he will be stop} that will settle it 
ind we will forget the past. 

The Cnatrman. Do you) n, Senator Williams, that they borrow 
from t] » cooperatives and then contract with their own members for 


il 


‘ 





rod on ¢ 

Senator Winutams. Farmers automatically become members when 
they contract with them. I do not care whether the bank is a co 
operative or whether it is a private corporation under production 
redit, they are all in the same boat. | just do not see the necessity 
of the Gove ‘rnment’s ee out Government funds to finance the 
expansion of the poultr om Sstry either through a cooperative or 
hrough a private ae ness ae at a time when Mr. Morse 

d eve ry other official of t » Department down here says that they 
houl 3 urtail your p adores n. It does not make sense. 


"aie Tootell s says that they have not done it. While I clisacree, [ 
will accept that if Mr. Tootell will say that from ae on in you will 


nforee what you have just said is your policy. lL do not see any- 
thing unreasonable with that request, I know it has not been done, 
but that is beside the point. Surely you are not going to reverse the 
pol cy al d do that which you have just told us that you have not been 


doing: are vou? 

Mir. rte We would | opposed to that policy. 

Sen: * Witn1amMs. Would you be opposed to the extent that you 
wo ld nae the loans to any 11 ici vidual who violated the policy ? | 
might say this is not directed \vainst cooperatives. I am going to ask 
the sam question when it comes to production credits because I do 
not think it makes any difference how the Government money is going 
down into the industry. I do not see the point in using Government 
money to finance the expansio m of any division of our agricultural 
program when at the same time Weave Gola red with surpluses. 

Mr. Tooreii. At least to finance the expansion of it. 

Senator Wiiutams. That is right. I do not see it. It does not 
make any difference what agency is doing it. 

Senator Youne. Will you yield? 

The CuarrMan. Senator Young. 
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Senator YouNG. You would not preclude a young man, a veteran or 
anyone starting farming ? 

Senator WituraMs. I am not speaking of that type loan. 

Senator Young. You are not speaking of smaller size farms / 

Senator Wituiams. No. The Farmers’ Home Administration and 
Veterans’ Administration take care of that. I am now speaking of 
the list of loans which were made to the various cooperatives in the 
poultry field. There is no breakdown as to whether it was for broil- 
ers, whether it was for turkeys or lavers, ete. It is just classified as 
poultry. That list Farm Credit furnished here under date of June 1, 

1954, showed poultry loans to cooper: itives as totaling $160.604,018. I 
ilo not say that is all in one section of the poultry field. A lot of that 
is no doubt inthe marketing end. To the extent that you can improve 
the marketing facilities it will help all farmers. We are not in dis- 
agreement on that. However, to the extent that that money is 
siphined down to increase the production on the farm in a manner 
different from what you say is your policy, it is wrong. If Farm 
Credit will just say that it will enforce its policy, that it will not let 
its money be used at the production end at a time when it is in over- 
supply. I am in accord, If the Secretary of Agriculture later says 
there is a short supply of poultry, which I hope he does in the near 
future, that is another thing. 

I do not think you can write this answer into law. I explained 
that to you. It isa question of police y. All contradiction should be 
cleared up. Just flatly make the statement that you will enforce the 
rules, and then the burden of proof will be upon somebody who thinks 
that you are doing differently. If somebody comes up to me then 
and claims that you are doing differently I will ask them to get the 
proof, to show it to you, and you can in turn shut off your loans to that 
particular cooperative. If you say you will do that, that will settle 
this pariteular agency 

Mr. Toorent. Senator Williams, I am not at all sure that under the 
law we here at W ashington offices, the supervisory agency, can issue 
a regulation which would prohibit this. But I will promise you that 
we will see whether or not we can. 

Senator Wititams. That is under the existing law / 

Mr. Toorenn. Yes, sir. 

Senator Winittams. Will you say that if you can under the existing 
law, you will do it? 

Mr. Toorrny. I believe we would be justified in saying that if we 
can, under existing law—you are talking about— 

Senator Witirams. Letting some of these funds siphon down to 
the production. 

Mr. TooreLtn. We are talking about banks and co-ops. 

Senator Witiiams. That is what we are t ae about in this par 
ticular case. And I would say this, you can qualify your statement. 
Tam willing to have you qui alify your statement in this way: Whatever 
policy you outline will be in effect only as long as Mr. Morse and the 
Secretary of Agriculture are urging farmers all over the country to 
cut back their production. 

The CHARMAN. You are referring to overproduction in the com- 
mercial industry 4 

Senator WituraMs. Yes. 

The CHairmMan. You are not referring to the small farm flock ? 
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Senator Wittiams. The Farm Home Administration takes care of 
the small farms. We will talk with them when they come in. I am 
not objecting to your individual farm units. What I am objecting to 
is the trouble we are running into, and I think it is 99 percent of the 
trouble; namely, that loans are being siphoned through various enter- 
prises, where they are going out and renting farms wholesale. They 
are reducing the poultry farmers to the status of tenants with Govern- 
ment money. 

You will not find a Government agency, you or anyone else, but that 
it will say that your whole purpose is to protect the individual farm 
unit, yet you are using taxpayers’ money to ruin that individual 
farmer. And youalmost have. Just as Mr. Morse told us yesterday, 
we have almost centralized the production of poultry—the commercial 
end of it—in the hands of just a few, and it has been done with 
Government money. I venture to say you will not defend that trend. 

Mr. Toorenn. That is true, I would not. 

Senator Wituiams. I am asking you to stop that trend. I am not 
speaking of loans to Joe Doakes, who is operating his farm as an 
individual, as a unit. I am not speaking of that. I am speaking of 
the money that goes into an individual unit’s hands where thev can 
go out and rent farms from four or five hundred farmers and put those 
farmers on a payroll. That is what we are speaking of here. ‘These 
are not individual loans you are making. These are made to units. 

Mr. Toorenn. To individuals and corporations which contract with 
other individuals. 

Senator WiriuraMs. That is right. 

Mr. Tooreiy. As I understand, that is your principal question. 

Senator Wituiams. All I am asking you to do is to give us some 
assurance that you will enforce this policy with which we are in 
complete agreement—I should say that which you describe as your 
policy, but a policy which I think has only been on paper and one 
which I do not think you have enforced. Tf you will only enforce, 
from here on in, that which you say you believe in, I am satisfied. 

Mr. Toorent. Our problem, Senator Williams, is this: We have 
decentralized responsibility for decision making with respect to loans 
to the districts and to a large extent they in turn to the individual 
associations. Iam promising this: We will try to encourage the peo- 
ple at the district level who have the responsibility for making these 
individual loans to make their loans in keeping with this policy. Iam 
very reluctant to say that we will 

Senator Witiiams. For 3 years the Department of Agriculture has 
been encouraging them to cut back production and it has been getting 
larger all the time. Frankly, the farmers have about gone broke on 
the encouragement that you have been giving them in the last 3 years. 
You have been talking nice, but you have been acting, and your money 
has been going, in a different direction. All I want you to do is put 
your money in the same avenues that you speak. 

Mr. Toorrtn. The sum total of our financing, as near as we can 
figure it out, would be something less, considerably less, than 5 percent 
of the total financing of the broiler industry. TI was privileged earlier 
this week to participate in an agricultural credit conference in Mem 
phis ‘Tenn.., spol isored by the acr iculture commission of the American 
Bankers Association. There was a panel discussion there in the after- 
noon participated in by three commercial bankers. It dealt entirely 
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with the matter of the broiler indust ry and the plight it is in, and the 
matter of financing the broiler industry. 

Prior to the holding of this panel the chairman had written and had 
letters there from the top management of all of the leading feed mat 
ufacturers in the United States, or a very substantial percentage of 
them. They took the blame for the overexpansion of the broiler indus- 
try. That is, he said that in their letters they did. They admitted 
that something more than 90 percent of the financing of this broiler 
industry had been done by the feed manufacturers and their dealers 
as a means of selling feed. 

Senator Wittiams. I am not questioning the accuracy of that state 
ment and Iam not saying that you are a hundred percent to blame, 
but I do say that it would be corrected quicker if those fellows were 
losing their own money than it will if you have a marginal operator 
or somebody else operating with Government money. 

Mr. Toorrtn. Those folks are not losing their own money tn this. 
They are borrowing from commercial banks. 

Senator WitiiAMs. It is still their money. Do not worry about the 
commercial banks putting more rigid controls over the loans than you 
boys do. That is the Mens Seat? of setting xy up Gove rnment lending agen- 
cies to the farmers, that you can take a more marginal risk. [am not 
criticizing the objective of your agency. I would have supported it 
had I been here. I think that you serve a useful function in our de- 
partments. But when we are in overproduction, for example, asking 
the farmers to cut back on the production of wheat, you certainly 
would not go in a non-wheat-producing area with other Government 
men and encourage them to start the production of wheat, making 
loans to buy their seed, furnish their fertilizer and the machinery to 
compete with the regular wheat farmer when at the same time you 
are in North Dakota asking and insisting upon those fellows cutting 
back. 

All IT am asking you to do is when you, as a department, decide that 
there is an overproduction in this toca you do not take the 
Government money and go out and lend it to increase production in 
another area. I am only asking you to do that which you have the 
authority under the law to do. If you say you do not have the author 
ity under the law to do that, we in Congress will take recognition of it, 
and will either give it to you or stop criticizing you. I repeat Iam only 
asking you to say that you will enforce this policy which you have 
been outlining on paper, but a policy which I say you have not e1 
forced. 

Mr. Tooretn. Senator Williams, I will promise you this: We will 
encourage the district units to abide by the policy and we ll explore 
the power we do have to enforce it. We doubt that we have the 
authority. 

Senator Wittiams. Will you check that and give us a letter! 

Mr. Tooretn. We will. 

Senator Witiiams. Thank you, and if you do not have the author 
ity, while I cannot say that Congress would decide to give you the 
authority, at least that would put the burden of responsi ibility back 
with us to consider it at the next session. 

The Cuairman. I suggest you might write a letter to the committee 
and send a copy to Senator Williams. 
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Senator Wintuiams. With $160 million being loaned through ‘this 
one division you can see that it could mean the difference between a 
surplus and a shortage. Just an increase of 2, 5, or 5 percent in pro- 
duction oftentimes makes that difference. We all know that. 

Mr. Tooretn, Senator Aiken, I believe that that is all that I per- 
sonally have to present. 

I would like to ask Mr. Harold Miles, who is Director of the Short- 
Term Credit Services, to report from the production credit angle. 

The Ciaran. Mr. Miles? 


STATEMENT OF HAROLD A. MILES, DEPUTY GOVERNOR AND 
DIRECTOR, SHORT-TERM CREDIT SERVICES, FARM CREDIT 
ADMINISTRATION 


Mr. Mites. Following the conference that we have had before with 
Senator Williams we made some surveys in short-term credit units 
in the districts in order to determine as nearly as we could the amount 
of financing that was being extended to broiler producers through 
production credit associations. We concentrated our survey in the 
major broiler producing areas. We surveyed 21 associations located 
in those areas and those 21 associations had, as of June 30, $26,062,000 
in round numbers of loans outstanding of all types. Of that amount 
it was estimated as nearly as they could—since loans are not broken 
down by types generally, and because broiler production is a supple- 
mental enterprise of many farms—they may have broiler production 
as one part of the enterprise and maybe the growing of crops on a 
commercial basis or dairying, et cetera, as another part of the farm 
enterprise, and it makes it difficult to determine just how much of a 
PC A’s financing or how much of an individual loan is going into the 
broiler production—as near as they could estimate $1,043,000 was 
outstanding to broiler producers. This represented in these associa- 
tions located in the major areas 4.4 percent of the total loans 
outstanding. 

Production credit associations were created for the purpose of ex- 
tending credit to farmers. 

Senator WinutaMs. I would lke to put that in the record—is that 
a copy of the report that you submitted to me under date of October 
YS, 19547 

Mr. Mires. Yes. 

The CuatrmMan. Without objection, we will insert a copy of that 
in the record. 

The report is as follows :) 
FARM CREDIT ADMINISTRATION, 
Washington, D. C., October 28. 1954. 
Hon. Joun J. WILLIAMS, 


United States Senate 

Dpar SENATOR WILLIAMS: In accordance with the agreement made at the time 
of your visit to our office on September 21, we are writing you relative to the 
policies followed by production credit associations in financing broiler producers 
ind the requirements which are imposed on corporations when they are found 
to be eligible borrowers. 

As you know, the production of broilers in the United States has had a tre- 
mendous growth in the last 20 years, increasing from 34,030,000 in 19384, to 
985,765,000 in 1953. In the last 5 years production has nearly doubled and 
while broilers are grown commercially in practically every State, the Del-Mar- 
Va, Georgia, Arkansas, Texas, North Carolina, and California areas produce 
about one-half of the total number. 
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Credit has been of major importance in building the broiler indu y and has 
been widely used. The results of certain studies whic! ive been made and the 
observations of those closely in touch with the industry show that dealers have 
assumed the responsibility for financing most of the broiler production. In the 
study Financing Production and Marketing of Broilers in the Sout Southern 
Cooperative Series Bulletin 38, June 1954, it is estimated that during a irticu 
lar week, 98 percent of the growers in Georgia and Mississiy were being 
financed by dealers: in South © nha oO ] el nd in \ tM ‘ 


Similar current information for Delaware and Mary = not ‘ The 
study further observes: 














“Feed costs make up approximately 70 percent of the tota sts of lucing 
broilers. It is only natural, therefore, that feed companies he biggest ] 
noters of broiler production Hatcheries are ecn of tl dust 
and in many cases they i. part of the fe plies broi 
growers, anid are also pro! ers of broiler productio1 

“Dealers in Mississippi, South Carolina, and Virgit ere 1 wl they 
financed broiler growers A number answers were forthe f them 
interrelated Dealers generally rreed that the aje of 21 ere 
able to finance themselves, while those that i | int ft Ce] 
the risk Other dealers said that « ipetition dl e! » tht I the! 
words, if a dealer wanted to sell feed he had ! ‘ ‘ W lf Sis 
as good or better than that of ompetit 

“As new broiler areas have sprung up, they | developed ong the exis 
pattern of older a is erel l s fin eed ‘ 
cine, and supplies Groy e liked this ste Is e 
produce broilers with a minimum of risk. 1D rs ( ce 
because it is a means fo hem to ¢ 1 f nd I 3 
where grower capital is lacking, and has provided : ( S ofits 
many cases.” 

Information received indicates product re som 1 : 
relative small part of the t Ll credit re ( bt s Ve re 

ntl btained « lmat rf un Jur 
1954, to broiler produc n 2 I ‘ 1 it 
pi nt b er nreas hese i S o f i OG1T O70 
of which $1,145,574 iS ¢ ted te f 14 
cent of the total ] l i! ro date t t ‘ 
ciations are 2 mino1 nb ‘ ng t 
are 1 de ft other } pose We I ( ( 
disp tion on the pai f the S 5 he ‘ f ‘ 
loans to broiler producers whi lve sound sis red 

In order for a broiler grower to finance | ye} s ction 
credit i ( ition | he bask require! l : ! j 
He must be i | hor the ~~ } I ( his it 
tegrity and 1 LH h é ft ! 
margin of prospe I pacity to pr le f ! rement of 
the debt to be incurred. H ist | ! res} ) \ 
which will nably yp t the CO! ( } } 1 
in case of adversity in order to enable him to recoup 1 without res 
to sale of ¢: tal assets or und il Se t f ‘ 
times it is necessary to make 2 Oo ASSO tion ‘ } to « 
continue their operations under Cir mistances hich 
loan to a new member. This is becaus t is the general poli f tl ssocia 
tions to stay with their members and assist the to work ‘ aifh { e 
to the exrvent possible, consistent th the facts in the parieular s and witl 
the best interests of the associations and be ner 

[In most instances loans made by productio redit ssi tions ft | ler 
growers are secured by a mortgage on the birds, feed, em nd other 
secondary security as the association loan committee de« ; necessary Per 
sons who have title are required to sign the note evidencing the debtedness 
Since the broiler crop is harvested within a 13-week period or less, a suecessfu 
grower keeps his houses at maximum capacity, especia when economic condi 
tions are favorable This means not less than 3, and most of the time, 4 lots 
of broilers per house per year. In any sizable operations, chicks w be going 


in and broilers coming out on an average of every week or 10 days. Production 
credit associations in financing broiler producers usually do so by approving a 
commitment in an amount sufficient to cover a half or a full year’s operation. 
Because of the rapid turnover, the total credit requirements for the whole 
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period are relatively large. However, the maximum outstanding at any one 
ne isa much smaller amount than the total approved commitment and usually 

the loan terms specify a limit as to the maximum amount which may be out 
anding at any one time 


In the Del-Mar-Va area the production credit associations generally mature 


their broiler paper 3144 months from the date each lot of chicks is started. Thus 
| e covering a given lot of broilers is to be paid at the time this lot of 
1 - dl Credit advance reach lot are made as required during the 
l ' i t 
\ he t e the production edit system was established there were a numbet 
hg nd ranching units, especially in the West n States, which were 
porated In order to permit the financing of these operations on mind 
thie ‘ and regulations for production credit associations provide 
When un is made to corporation, either the holder or holders of at 
f its outstandin hare voting stock or, with the of 
e preside f the production credit corporation, the principal stockhold 
ders st, (1) endorse, or sign as comakers, all notes evidencing such loan 
te continuing guarantie of a indebtedness of such cory ition 
issociation Whe it is expected that future advances will be mac to 
, rat orrower, the al Or tion will require a ¢ mtinuing Puaranty as 
! Ve med 
eg tions pe ning to the making of loans to corporations do not give 
rincipal owne iny advantages over individual operators insofar as thei 
t\ ed \ u know, il any case the princip 
stockholde of farming and ranching corporations are husband and wife In 
ces, other individuals who may serve as directors or officers o 
wh on quali ng share he lo paper eq ed by pi 
oh ‘ edit al> ’ iit Ons ili Coll eCcTLOl with Corp rail On loans ad sf mse ] 
I nes f the stockholders and f1 number of shares which ea¢ owns ry} 
rl ‘ ised by the loar it tee cl rl ig the ine ( re 
1 perso! hility t eet the 7 ju nts thre ( ms 
e sure t n nd in tl gment, credi Sé I 
resel le I I I re t 
rope gauinst he f e corp it t I if doing b ! d 
’ } 
‘ ec’ hecked the outsta1 g ul the date of the late eredi 
! e ] ly cred \ ( which are 1 tive in the 
y ers he I inm ¢ ! \ tota Bel Mins 
0 | numbe ix had bee ma Oo individuals 10 had 
! ry busines Four of the si a ve to broiler wel! 
f k f n ind one te n oyster growe! Three of the four broiler 
endorsed by the husband and wift The fourt Was el 
I ] SO ho held b ne share cl I I ‘ 
nel nt ith t] Baltimore i va hei f f that 
produce n cred Son mn that di ct taki prop tions 
2 of ! o farming corporation 
Phere ( i py Oo ) ( t k eme d of the ( 
! ette recently sent t i produ n credit cory itions fe dis l ) 
! t n credit Soo itions 
If y desire the il I mm which it possible to make tilabl ! he 
‘ . red in tl le we shall be glad f h it 
Ss ( lv yours, 
R. B. Toorerr, Gor 


Senator Wiiniams. According to the report you surveyed 21 pro- 


ler pro- 


ducing areas and of the $26 million of loans they had outstanding, only 
91.145,000 was for production loans. 

Mr. Mires. That is for broilers. 

Senator Winut1aMs. I find that hard to reconcile with another r port 
that I have here which was also confirmed by you gentlemen. 

I surveyed just 1 of these 21—I don’t think it would be necessary 
to name it because I find no difference in them—in this 1 association 
alone, I find you have 30 loans between $5,000 and $10,000, 15 loans 


between $10,000 and $25,000, you had 4 between $25,000 and $50,000, 


duction credit associations located in the most important bro 
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8 for $50,000 and over. These are loans in o1 ly one association, and 
I was advised it was one of the minor ones. 

Figuring each of these loans at the minimum, not the maximum, it 
would be $550,000. Ficuring it at the maximun t would be over a 
million dollars. 

Twenty miles from that same one there was another one that had 


about half that much. Thus we find that 2 of them had more 
poultry loans than the entire 21 are reported to have. All the figure 
I use have been confirmed by you. 

To show you it isn't reasonabli to take them at minim i. Vou have 
» over Sd0.000, but you have 1 go ntleman ere \ ( Ss SZU)UUU, and 
3 different corporations he is operating under, all for commercial 
poultry broilers. In view of that fact 1 want it made clear that I 
disagree completely With your own fioures—they won't stand ip | 
would like to have you resurvey It. All these reps ts | have ibmitted 


and these floures used were obtained through your owl ollice. 


I do say this: We 


: gel back to the same point I had before with Mr. 
Tootell. We are not gvoing to get anywhere it VW argue about hgures 
and the past. We are in this situation: You state vou have rveved 
21 associations and according to your heures it ( ad be Ol lva In) llion 
dollars. That would he rel ith) ely ul mniportant, ( eCOYTIZe, 

Assuming that I would accept your argument that it is relativel 
unimportant then yoti can step out of this picture and you won't make 
any difference to the overall etfect to the barmers ssumiIng you ha e 
only the $1,043,000. 

Therefore, if you will say that you will stop this from here on— 
and based upon your owl heures you would not. dist pt the poi Itry 
industry, because 1f you want to back up yo Oo heures you 
only a million and some dollars in 1t—if you Ww | tell that under 
no circumstances you have over Say 92 mi llion, w \ setlit 
question. Would you promise that ¢ 

The Ciaran. Senator Williams, could you tell the committee 
whether that $200,000 loan is a current loan, a renewal of an old loan, 
when Was It Mmiade, and did it result in an increase nh production ¢ 

Senator Wituiams. Yes, definitely, it did result in an incr 


production. 

The CiatrmMan. It was borrowed 
production ¢ 

Senator WitiraMs. The particular one | am referring to is operat 
ing and producing on, I would say, a minimum of 100 farms. 

The CuarrmMan. And it has contracts with other farmers ? 

Senator Wintiams. Other farmers. Certau ly it reases OVerpro 


f 


+ 


duction. a here is n question about 

I say again, I am not arguing and questioning the right of a 
agency to help the individual farmer who gets in difficulties through 
no fault of his own unless he is a weak or marginal operator who 
shouldn’t be in it. But if it is a good, constructive farmer, I will 
defend his protection. But I do Say it cdloesn’t make sense that the 
secretary of Agriculture. or the Under secretary, Mir. Morse, comes 
before the committee as Was done yesterday, urging a <« utback in pro 
duction, telling the farmers that they must cut back when at. the 
same time we find that you are pouring over S200 million into a 
handful ot individuals, thereby enabling them to reduc e these Tarms 
to the status of tenants. 
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Just as Mr. Morse said yesterday, so far as the poultry farmer is 
concerned he is now working by the day on the payroll of the feed 
manufacturers, and that is not the position we intended to force on 
our Tarmers. 

he Cuarrman. Mr. Tootell has a statement to make. 

Mr. Toorretn. I would like to make a statement concerning this 
particular loan. 

[ believe we will find that this loan was made initially at a time when 
this country was urging the expansion of broiler production. It was 
a time when meat supplies were short in this country and the Depart- 
ment of Agriculture was urging the expansion of the poultry industry 
and other forms of meat production. 

The CHarrmMan. For the record, what year would that be ? 

Mr. Tooreii. That would be, I believe, right after the war. I think 
that that- 

The CratrmMan. World War II? 

Mr. Tooretn. World War Il. As a matter of fact, this loan may 
date back further than that. 

Senator WiturAMs. I could help you out on this loan. I am familiar 
with the loan. I have talked with the operator, and I think I know 
what I am speaking about. 

What you say is partly true, that the borrower did start then. The 
poultry industry operates this way—loans of this type are not the 

ame loans. They are more or less new loans. It is a revolving fund, 
borrowing credit that is being established. 

For instance, we will say, they will give Mr. X $50,000, in this in- 
tance $250,000, borrow ing’ total. They can send these numerous notes 
in and discount them. As a particular crop of broilers would be pro- 
duced that loan would be paid off and then as they come in again the 
amount will be borrowed back. 

Mr. Tooretn, That is true. He is given a commitment for a certain 
line of credit. 

Senator Wiiirams. I think you will find that it is revolving credit 
that has been set up and most of the loans will not exceed 6 months. 

Senator Tnyr. Mr. Chairman, I was not here at the outset and for 
that I ask to be pardoned because I was delayed on some phone calls, 

Let me, for the sake of my own information, go back. Where is this 
loan? What State? . 

Mr. ‘Toorrnn, In the Delmarva Peninsula, in Maryland. 

Senator Tire. It was made in what year? You say back about 
1945 or 1947 

Mr. Tooretyi. I do not know that we have that information with us. 
senator Phye. I believe about that time. 

Senator Tryr. Senator Williams, you have that? 

Senator Wiiurams. I might say that this particular one should not 
be singled out. It is only one of many started in recent years. 

Senator Ture. I know, but for a concrete example I ask for a 
particular one. I presume you could go down to Arkansas and find 
another one, for the biggest areas for broilers are on the east coast 
or Arkansas which has made a tremendous expansion. 

Senator WinttAMs. Or Georgia. There are three of them involved. 

Senator Tuyr. We have started here in Maryland. The loan was 
vranted sometime about 1945 to 1947. 

Ifow many people were involved in this one particular loan ? 


t 


, Ort hereabout Sf 
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Mr. 'Tooreiti. There is a man and his wife who have, I believe, three 
corporations. 

Senator Tuyr. Three corporations / 

Mr. 'Tooretu. Family corporations. 

Senator Tuyr. And the corporations are at various places / 

Mr. Tooret.. No; I believe they are all at the one point. 

Senator Ture. You said three corporations / 

Mr. 'Toorentn. Yes, sir. 

Senator Tre. Is it one corporation for the broiler operation, a 
other for the hatchery, and another for the feed ‘ 

Mr. Toorett. Mr. Miles can answer that. 

Mr. Mives. In this particular operation there are four corporations 
that the family owns. 

Senator Tuyr. The family owns them / 

Mr. Mixes. One of them is a commercial hatehe ry enterprise and 


is not financed by the Production Credit Association. The othe 
three corporations are engaged li} the product O ot bro le) and ure 
) 


being financed by the Production Credit Association. 
I might say in this connection that this is the only loan of this type 
that we have. 


Senator Ture. How much money does it r¢ present in Production 
credit ? 

Mr. Mixes. His total outstanding is somewhere around S2ZOOO000, I 
believe. 


Senator Toye. How much was the initial loan? 

Mr. Mixes. I cannot give you that. 

Senator Ture. Approximately. Do you know? I want to know 
whether the man has been going in debt or going out. 

Mr. Tooretn. I think we can say this: He has not been going out. 

Senator Tuye. In other words, he has been going in? 

Mr. Tooreuu. I don’t know to what extent it has been increasing. 
Senator Thye. 

Senator Tuyer. This was a little family corporation and then they 
branched out and made three additional corporations so that they 
are in the feed business, they are in the hatchery business, and they are 
in the broiler business. Their little private corporation was the be 
ginning which branched out, and they have been having this as a re- 
voly ing fund. One note is paid otf and then the borrower goes back 
in again. 

Mr. Mites. Yes. 

Senator Tiyr. It is a farmers’ owned organization ? 

Mr. Mixes. Yes, sir. 

Senator Tuyr. The funds are in there, guaranteed by the Federal 
Government. 

Mr. Mites. No; they are not guaranteed by the Federal Govern- 
ment. 

Senator Wii11aMs. What is that? 

Mr. Mites. The funds of the production credit associations, their 
loans, and the debentures that are sold to the investing public are not 
guaranteed by the Federal Government. 

Senator Wiiuiams. Except this important point: The Federal 
Government owns all the stock in the intermediate credit banks and 
the Federal Government owns the surplus which totals about $100 
million; therefore, it is Government credit, certainly. 
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Senator Tuyr. You won't sell much of that stock if you did not 
have it pretty well related to a branch of the Federal Government. 

Just try to get a mental picture of what you are faced with. We 
cannot condemn these people too severe ly; this i is something that the V 
got themselves into and it is li ke a millstream : If you cease to swim 
you are voIng down. 
* You have been trying to swim all this time and you have not been 
able to get out, you have not been able to liquidate, and you have just 
ada revolving fund. 

In other words, when he paid off this broiler note he had to turn 
around to get some additional money to put in an additional batch of 
bro ne Is that not about it ? 

senator WILLIAMS. No. You vould be all right except for this: 
‘| nash has been continuous expansion. In this poultry industry—— 

Senator THyr. That is what I am getting at. 

Senator Wiiniams. When you rent your farm and put in a crop of 
broilers you have to feed them through, cert: ainly. But once they are 
old IT am under no ob lig: ation to put another crop in, and the Govern- 
ment is un — r no obligation to finance me to get it. 

Senator THyr. But he did. 

Senator WintiraAms. He is under no obligation to finance anyone 
o enable an individual to take over his neighbors’ farms. 

Senator THyr. But that is what he did. 

Senator Winturams. Yes. This loan is no different. This area is 
a minor area in your financing operations based on the Department's 


own heures, 


[ am not citing any particular individual loan, I am speaking of a 
matter of policy, because from the report which I received in that 
part icular area you have 367 loans in that one credit association, at an 
average of 81.865 per loan That sounds gvood. But over 8O percent 


of that goes to a handful of fellows. Over 300 of those farmers are 
vetting less than 10 percent of the money. That is what I am speak- 
ing about. Tam not speaking about your small recon 


Of the 367 loans in that area, 315 of them are below $5.000. TI am 
not speaking of those smaller loans. I repeat, 80 percent of your 
Government money is going to a handful of just a few large operators 

If a go back and take this particular « case, I know when they 
started and I know the case, and I will say in all fairness I think it is 
one of a sounder loans. 

Che fellow might be able to finance to a large extent privately. If 
he can, let him do it. The point I make is this: The original loan in 
945 was an insignificant fraction of what you are loaning him today. 
You can’t contradict that. The loans have been gradually growing 
and expanding. The whole industry has been that way. You will 
find that through this loose Government credit the point has been 
reached where 90 percent of the poultry in the major broiler areas 
is now being produced by a handful of individuals and that situation 
has been encouraged by the Government through its lending agencies. 

I will venture to say that you nor any other official here this morn- 
ing will say that you believe in that trend. You all speak about the 
individual family unit and wanting to preserve it, but your deeds 
contradict your words. 

Once again I must say that I disagree completely with these figures 
that you have here because I can show that just 2 of the 21 that you sur- 
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veyed definitely have more money in the poultry field than the entire 
21 are reported to have, based again upon your own figures. 

But for the sake of argument let us assume that you are right. 
Then if you will say that this will be the extent of your loans in the 
poultry field I will settle for that and we will stop arguing. I don’t 
think that you, as Government agents, have a right to encourage the 
expansion and to put Government money into the financing of an in 


dustry that is already burdened with overproduction; you are ban] 


nw 


rupting the same farmers you are hired to protect. 

Senator Young. Senator Williams, when you get into that field. 
though, you are getting into a sort of a dangerous situation. I go 
along with you on the size of the loans to be made. but let. me vive 
you a situation from my own area of this country. 

Last year we imported 151 million bushels of feed grains from 


Canada, this with declining support prices and cash prices in « 
aurea, SO we have an abundance of cheap feed. It is Ni oc business for 
our farmers to ¢o into a cattle feeding, as well as producing more 


hogs, and perhaps when there is a surplus in other areas. 

Certainly we wouldn’t want to adopt a policy here that would ex 
clude the establishment of good farming practices in other parts of 
the United States. 

Senator Wituiams. I am not speaking about good farming pra 
tices. You certainly wouldn't encourage the Government to p 


money in the hands of a doctor or dentist or a man who is not lin ng 
on the farm, but who would only go out and rent 40 or 50 farms. That 
is what I am speaking about. I am not speaking of the individual 
farm unit with the man living on the farm. I am not speaking of 


that at all. 

Senator YOuNG. The larger loans should be handled by private 
banks. 

Senator Witi1ams. Yes. Iam speaking here of the individual who 
is operating farms by remote control. 


Senator Turn. I would like to go back to this particular loan that 
I started to trace through, where a family rporation borrowed 
money from Production Credit and formed these additional three 
corporations. 

Mr. Mites. Senator, I am not sure nderstand I ve been here 
only since July and we did not realize we were going to get into a 


discussion of this particular loan. 
I don’t know whether these corporatio were all formed at the 
time he ‘ume to the PCA or whet he r they were formed afterward. 
Senator Tirye. [ want to say for the record, Mr (Chairman. that the 
Production Credit Administration is one of the most laudable of the 


farm agencies, or the farm ( reclit organizations, in the Government. 


It came into being at a time when credit w 


is absolutely denied the 
producer unless he could furnish almost double collateral on any type 
of a loan application. 

Senator Youna. They are doing a good job in my area. 

Senator Tuyr. Absolutely. The Farm Credit Administration in 
Minnesota is doing an excellent job of short-term credit for the pro- 
ducer, not only helping to finance him in the feedlot O} erations. but in 
such short-time loans as he needs. They are not in competition with 
the banks. 
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You will find the average banker absolutely endorsing them because 
they take care of that with which the bank oftentimes cannot help. 
But I am curious here, now, as to how a family could form a corpora- 
tion, start another corporation, and then start another corporation, and 
how many were actually receiving the benefit from that operation. 
That is the question that I haven’t got clear. How many people ac 
tually receive the benefit of these loans that were made or have been 
made and are still on youl books to thi corporal on ¢ 
Mr. Mites. Could I make a statement ? 

The CrairmMan, Yes. 
Mr. Mites. If I may, Senator, I would like to lead up to that par 


ticular question, 1f I might. 

Here the position that we find ourselves in, in connection with 
Production Credit lending, and in this particular case. These local 
associations are cooperative lending organizations in which the 


farmers themselves purchase stock and have an investment. 


The gentleman we are speaking of here, thi particular loan, they 
have been members of this association and have tnvested stock, have 
been stockholders since, I think, 1945 or 1946. I am not positive as to 
that date. 


The association has been financing them. Phiey have, over those 
vears, expanded thi r operation. I am sure of that statement. As to 


the extent I am not sure. 

We are interested, certainly, in the welfare of the poultrymen. We 
have found it difficult to know just how, through credit action, we can 
control production effectively in this particular ease. 

If the association quit lending to this operator he might be able to 
vet credit elsew here. If he did, he would cont inue é undoubtedly, W it h 
his present operations. lL can Say this in this connection: We have 
not approved any expansion in this unit this year or last year. If he 
can go elsew here we are not effecting reduction. If he cannot 70 else- 
where, and we shut olf his credit, we then are putting a man out of 
business, and that would be typical of many other cases should we try 
to control production through the restriction of credit. 

We can prevent expansion but whether or not we can say we will 
not lend to an operator like this is in effect saying if he cannot get 
credit elsewhere—perhaps he can—if he can’t it is putting him out of 
business. 

Senator, I am not sure of the report, the previous report here. I 
think that was perhaps sent you before my time. I don’t know how 
many loans were involved. I think there is a possibility of variations 
for this reason: A loan is made to a producer on the basis of the total 
commitment. He may have a total commitment of $10,000 at the 
beginning of a loan. However, that amount is advanced to him from 
time to time during the production cycle and also during the produc- 
tion cycle he is making some repayments on that loan. 

That being the case, you can see that if a $10,000 commitment is 
shown, it may be that during the term of the loan he never owes the 
association perhaps more than $5,000 because it is being advanced 
gradually through the season and repayments are being applied 
throughout the year. 

Senator Wiii1amMs. That is true, but let’s not get too far from the 
subject. When you gave me this information on May 25, 1954, the 


> 
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total commitment on this one individual’s outstanding loans was 
$205,000. This morning you say it is $250.000. That’s expansion. 

Mr. Mixes. I am not positive it is $250,000. I don’t have the figures 
here. It may be $225,000. 

Senator Wiiu1aAMs. This particular one is no different from the rest. 
I agree fully with what the others have said, that the Production 
Credit Association performs a useful function in our agricultural 
program. I would defend you in that. 

However, your purpose, as I understand it from the beginning, and 
your purpose today, should be to protect your small individual farm 
unit, and not to finance Joe Dokes to the extent where he can evo out 
and take over 40 or 50 or 75 other farmers and in etfect reduce them to 
tenant status. 

Yesterday, Mr. Morse, the Under ser retary, crit ieized that trend of 
converting the pouitry industry pretty much into just a medium of 
getting rid of feed. I naoree with him. But I don't agree that one 
Government agency can be financing that operation and encouraging 
that same trend which another official is criticizing. I want you to 
get together. 

The CuatrmMan. Isn't it a safe assumption that the borrower con 
tracts with the 40 or 50 farmers for the purpose of making profit ¢ 

Senator Wittiams. Absolutely. There is no question about that. 
And these loans point up the ridiculousness of such a practice. 

We pointed out yesterday where one of the officials of the Govern- 
ment borrowed $27,000. That man was drawing $8,400 a year from 
the Government at the time that he got the loan, working here in 
Washington, and he is drawing $9,360 today. 

Senator Anperson. Did you put his name in the record? Who he 
is? 

Senator Wititams. Yes; I will put it in. The name is J. Frank 
Kendrick, in the Bureau of Animal Industry. He also sat in on some 
of these poultry conterences when they urged other farmers to eut 
their production. 

Mr. MILEs. Was that loan made by Production Credit Association ? 

Senator Wittiams. No, it was made by the Farmers Hlome Admin 
istration. Whether you are now financing the production of broilers 
in that house ] cdo not know. ] do know this: the loan Was described 
as for “commercial broiler house” for the erection of a commercial 


broiler house, $27,000. The man today is drawing $9,000 a year— 
from the Government. At the same time the Department of Agri 


1 


culture was urging other farmers to cut back their production; you 
cannot defend that transaction. 

Senator THuyr. Is there not some restriction in the law itself that 
an employee of the Federal Government would not be qualified 4 

Senator WituiaMs. I raised the question. I am not a lawyer. I 
could not tell you. There should be. 

Senator ANDERSON. Istherea restriction in the law ? 

Mr. Mires. Gentlemen, that loan is out of our field. Our units are 
not involved in it. 

Senator ANprERSON. Regardless of that, is there anything in the 
law that prevents you from lending to employees of the Department 
of Agriculture / 
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Mr. Mines. I do not know. There is not as far as our loans are 
concerned. 

Senator Witniams. I might say—— 

Senator THyr. Let us findout. What agency / 

Senator WituiAms. Farmers’ Home Administration. 

Phe CHarrman. We will hear a representative of the Farmers’ Home 
\dministration shortly. 

Senator Tryr. Does not the Farmers Home Administration have 
o money to a bona fide farmer and 
i. homemaker and that he has to be on the premises as an operator ¢ 
Isthat not the whole intent of the act ? 

Mir. Mines. As far as our law is concerned, and our regulations, 


Senator, loans are to be made to farmers engaged 1h production of 


a requirement that they are loanins 


crops al d livestock. 

Senator Tuyr. And therefore if he is not lin ing and residing on that 
property he is noteligible for a loan 7 

Mr. Mites. THis principal income must be from farming 

Senator THyr. exactly. Ile must be there. At least that 1s how it 

administered in the State, or in the States. Now then, how could 
this man here be an employee ot the Department of Agriculture and 
get such a loan?’ This is not an enterprise which is his home, where 
he is residing and which he is operating. I think someone may be very 
much in error here when you get down to the fundamentals and the 
ntent of Congress as this law was passed, I think that we had better 
vo Into this pretty thoroughly because it seems a departure from what 
( ongress had in mind when that act was passed. 

Mr. Miners. That is outside of our organization. 

Senator Tirryr. Who, here, is responsible for it / 

The Cuatrman. The Farmers’ Home Administration; Mr. Me- 
Leaish IS here. We would like to vet through W ith the representatives 
of the other agencies and then call him. 

Senator Tuyr. You represent the Farm Credit ? 

Mr. Mites. I represent—yes, I am with the Farm Credit Adminis 
tration and Iam Director of Short-Term Credit Services within Farm 
Credit Administration. 

Senator Tryr. Which is production credit ? 

Mr. Mines. Yes, sir: and intermediate credit. 

Senator Tiryr. This is another branch of the Farm Credit Admin- 
istration ¢ 

Mr. Mires. No, sir. This other is a part of the Department of 
\oriculture. 

Senator Tuyr. In other words, this is the Farmers’ Home Admin 
istration ¢ 

Mr. Mines. Yes, sir. That is my understanding. 

Is that right, Senator ? 

Senator WintitaMs. That is right. 

The Cuarrman. The major part of the borrower’s income does 
not have to be received from his own operations. 

Mr. Mines. He must be engaged in the production and growing 
of livestock. It is not a requirement of our regulation that he 
live on the particular farm. But he must be engaged in that business 
and provide the factors of production and take the risk of that busi- 
ness to be eligible to be financed. Could I make one statement further 
In regard to the liability back of these loans? 
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The CHairMaAn. Yes. 

Mr. Mixes. In each of these production credit associations, in addi 
tion to the investment of the borrowers, the members, they have ove1 
the years accumulated substantial reserves. Now, should any asso 
ciation suffer a loss on a loan that loss would be taken first from the 
reserves accumulated in that local association. Should they have 
suflicient losses to wipe out all of the local association’s reserves 
they would then be made up from the n embers’ Investments 1n class 
B stock. Their stock investments would be w iped out next. 

In many associations, in order to get the Government capital 
retired and to make the local association self-suflicient, members have 
in addition to their required investment in the B stock made additional 
investments in class A stock which is preferred stock. Should all 
of the class B stock of the local associations be used to make up tor 
losses, then they would go to their class A stock. So all of your 
farmers’ investments would be wiped out before the intermediate 
credit bank would take any loss. Then the intermediate credit banks 
have accumulated substantial reserves. All of those reserves would 
need to be eliminated before the Government would lose anything on 
its capital stock invested in the FICB. 

Senator Wittiams. As of today the capital stock of these banks 
anc the reserves belong to the Federal Government: do they not / 

Mr. MILes. In the intermediate credit banks: that is true. 

Senator Wiiurams. To the extent that you reduce those reserves 
or that you reduce the capital stock it is a loss to the Government; 
is that not correct ? 

Mr. Mites. It would be; yes, sir. 

Senator Wititams. So let us not say we walt until we get down 
to X point. If vou or I have accumulated something over a period 
of vears and we begin gradually losing that which we have accumu- 
lated, we say we begin losing from the time we make the first reduction. 

Mr. Mixes. I am referring to the Government’s basic investment. 

Senator WititAms. I am, too. When we started out the Gover 
ment’s basic investment was zero. Mine was less than that. The re 


t 


the Grovernment 


serves of these banks and the capital stock belong to t 
and to the extent that there is any loss that loss immed ately begins to 
reflect on the Government, which is the American taxpavers. 

Mr. Mires. My major point is that all the farmers’ investments and 
their reserves would have to be wiped out. 

Senator Witurams. That is true. But when they being taking a 
loss in the intermediate credit banks that loss begins to reflect with t 
Federal Government. 

Mr. MILEs. | point that out for this reason : The local aASSOCIATLLOI 
board of directors and their loan committee in extend i” credit ao 
try to analyze these applications for loans and arrive at decisiol 
which will not lose the local association any money. They are made on 
a sound credit. basis. 

Senator Wiiuiams. I want it clear that I am not making any 
blanket indictment. | think some of these associations have done a 
wonderful job. Lam not disputing that. But when we find something 
that is being done, such as the question raised, it should be corrected. 
I call attention to the fact that not an official here today defens this 
practice of using Government money to finance the expansion of this 
overproduced industry. 


Lie 
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Mr. Mies. Is it your opinion that these loans should be liquidated 
to these pre ducers ¢ 
Senator WiLLiAMs. You cannot call the loans once you have made 


them, but you can begin an orderly liquidation. I have been in the 
business for : 0) years and know how they ope rate—they liquidate ovel 
period of 3 to 4 months. As the ‘y liquidate . particular flock you 


do not have to finance them back again, Cert: at. whether or not vou 
should have made the loan at the beginning, no reasonable man would 
say that you should go out to any individual and call his loan over 
night. 

You cannot do that. You must go through with the commitments, 
but as those broilers mature and are put on the market you do not 
have to finance that individual again. You can notify him now to 
get out ot that operation, to oe his operation to his own farm. 
If it is for layers you cannot call it in the midst of a production for 
layers. But once they are out you can stop. 

Do not overlook this: You are not leaving this borrower with a lot 
of equipment not used. It is not their equipment that is used. If these 
individuals retract, the farmer who is now renting that farm to that 
individual will find other means; perhaps go in production himself. 
Let us keep our Government loans to the individual family units and 
not encourage and finance a half dozen to take over an entire industry. 

If that is going to be the policy of the Department and you are 
going to put the Government money in it, then tell the American 
farmers that is your new policy. It is contr: adictory to come down 
and criticize this expansion of the poultry-industry concentration in 
the hands of a few unless you clo stop the loans. 

Mr. Mires. I might say that this particular case that has been re 
ferred to from time to time is a very unusual case. I know of no 
other ones just like it in the whole country. 

Senator WitiiaMs. But you have three with over $50,000 in that 
particular area in the same town. You have four between $25,000 
end $50,000. I know enough about that area to know that they are 
not small wnits. 

Mr. Mives. In most cases if you would not refinance restocking 
these producers would have empty houses, and their investment would 
not be used. 

Senator WittiAms. They don’t own the poultry houses; the farmer 
would just go back as he used to in the beginning to operate his own as 
aunit. He used to make money that way. 

Senator Tuyr. Mr. Chairman. 

The Cuatrman. Senator Thye. 

Senator Tnyr. I hate to interrupt, but this question is one of a 
policy, and it will take a great number of conferences and a rather 
searching study of past administrative practices in order that you 
may determine how and what changes are to be made for the future. 
The question that I was concerned with at the time that I suggested 
that we have the committee investigation is not exactly related to 
what we ure now discussing. I do not want Senator Williams to 
think that I am minimizing what he is endeavoring to do; I think 
that he has an absolute concrete case of administrative pri actices that 
must. be examined. I am a little bit concerned, however. th: at we are 
getting into a policy question rather than the question that was to 
be the basis of these hearings, namely, the extremely low price of eggs 
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that the producer is faced with, and that was why I wanted the chair- 
man to explore it with the Department of Agriculture. 

Here is a telegram, for instance, that came from the New London 
Commercial Club in Minnesota. It is not a producer or farmer 
group. They say: 


Large grade A eggs quoted here December 1 at 24 cents per dozen so low that 
egg producers are getting frantic. Please do something about it 


This is a commercia! club in a town, and | have othe © te ‘leorams 
exactly like it. I have received letters from producers that Just ab- 
solutely say there is neither rhyme nor reason in what they get in 
comparison with what the consumer is paying for those eggs. And 
they are raising the question that some of the prod uce houses Say 
that it costs 20 cents to pull or strip the feathers if a chicken in the 
proc ess of preparing it for the consumer's mace 

They think that such charges are erroneously high, and these are 
all ch: ges imposed against the producer S product. Chat was what 
L was hoping that we could get into here and have the Department 


tell us are they watching the mercantile exchange in Chicago, New 
York, or elsewhere’ Mr. Morse, the Under Secretary, here and 
could answer that question. Are we taking steps as a government to 
liake sure that there are no manipulations that are highly beneticial 


to certain individuals but disastrous to an industry such as the poul- 
try industry of the United States? Those are questions that I hoped 
we could develop from the administrative policy standpoint or get 
an explanation that would bring to the consumers facts about this 
poultry business. The man who goes down here and buys at the mar- 
ket for his weekend or for his week’s supply of f poultry or eggs only 
thinks in terms of the farmer vetting a tremendous price because of 
the price that he pays either for that poultry or for eggs. The fact 
ot the matter is that the ] yroducer cannot vet his feed cost out unless 
he has a flock that is 100 percent efficient in its production, but the 
average flock is not 100 percent efficient. 

Senator Williams, [ ask you not to think that I am trying to take 
you off the course. 

Senator WILLIAMS. Go ahead. 

Senator Tye. I do believe in the short time that any one of us 


will remain here how, we are not going to have the time, or at least 


! am not Pong to ti ake the time, to vo Into th il fundame hits ul overall 
long policy that is involved in the question Senator Williams has 
1’ aised. | would like to get some action or some expl: ination fr hh 
the Department as to whether they are watching these mercantile mar 
kets. I havea letter on my desk that tells me that there is no common- 
sense in this that the few ce ases of eggs bought on the Chi ‘ago merca 
tile exchange can affect the egg prices by 5 to 10 cents a dozen. And 
they are asking the question, “What are you going to do about. it?” 
They have asked it of me. I have no other course except to ask the 
Department of Agriculture: What are you doing about it? Is there 
anything you can do?’ Are you aware of it? Have you men in there 
making a study of it? 

‘Those are the questions I want Mr. Morse to answer. 

Mr. Mires. In that connection, we are in production credit, farm 
credit, and are very much aware of that situation. I will agree cer 
tainly with Senator Williams that we could eliminate all of om poul 
try loans and it would not affect the poultry situatio 
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Senator ANpEeRsSON. It would 
Mr. Mines. It would not. 
Senator ANprERSON. Why not / 
Mr. Miners. Because it is so small 


Senator Anperson. How do you know 


/ 


] 


Senator Winuiams. If it is so small why not get out‘ Frankly, 
ertain that they are larger than you indicate. 


/ 


hihi ¢ 2 
Mr. Mites. Thinking « f vett ne out, that is the pom| that I make, 
“enatol In vetting out. the quest Ol 1S, Llow would it affect. the 


ndividual producers ? 

Senator Witutams. The tabulation of the 6 agencies shows over $200 
million in loans through the various Government agencies; $200 mil 
lion S not small. We get col fused when we find 6 or 8 ditterent 
agencies all making loans in the same area. I think Senator Thye 
has a good point here; but at the same time you are expressing col 
cern, we find you are out financing the increased production of those 
same ¢ ommodities which are already in overproduction, 

It is a contradictory program, and it is costing the taxpayers a 
ot money but, above all, it is costing the farmers a lot more money 


ot 


because you are taking Government money to put them out of business. 

The CrarrmMan. In view of the fact we have several other witnesses 
here this morning, I wonder if we could bring this matter to a point 
as quickly as possible. Senator Anderson / 
Senator ANprerson. Have you satisfied yourself on this S205,00 
loan, that the law has been ( omplhied with In all regards ¢ 

Mr. Miners. Yes. 

Senator Witi1ams. The one that we were speaking of yesterday— 

Senator Anperson, Is it 20 percent? How large is the production 
credit association / 

Mr. Miuxs. How large is this particular production credit asso 
ciation 4 

Senator ANpERSON. Yes 

Mr. Mires. I did not bring those statements. 

Senator Anprerson. Then how can vou say whether it is in compl 
ance with the law ? ; 

Mr Mines. There is no limit to the size of loan that a production 
credit association can make if it has the proper approval. A loan— 

Senator AnpErson. Approval of your Corporation ? 

Mr. Mines. Yes, sir. 

Senator ANpeRSsoN. Have you approved specifically this loan ? 

Mr. Mines. Yes, sir. 

Senator Anprerson. You have? 

Mr. Mires. Yes, sir. 

The (CHATRM AN. They cannot lend over 10 percent of their capital 
to one borrower, can they ¢ 

Senator Anprerson. Twenty percent, I believe it is. Is that right? 

Mr. Mites. Our provisions are: If a loan is in excess of 20 percent 
of association’s capital and guaranty fund, the local association can 
not make it without the prior approval of the Production Credit 
( orporation in the district. \ loan that is lara enough to be equal to 
AO percent of assoclation’s capital and ouaranty fund can be made 
only if it is approved first by the local association, then the Production 
Credit Corporation, and finally by our office. 
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Senator ANDERSON. l am just trying to ask you, then, which Cate 
gory does this come under ¢ 

Mr. Mixes. This is a 50-percent loan. 

Senator ANDERSON. This is more than 50 percent then / 

Mr. Mixes. Yes, sir. 

Senator ANberson. Then this is bound to have come to your atte1 
tion as each one of them comes up! 

Mr. Mies. Yes, sir. 

Senator Anperson. Then you recognize this was an expansion of 
a broiler industry ¢ 

Mr. Mites. Over the years, but not in the last—we have not ap- 
proved an expansion since we have gotten into this tight broiler situa 
tion. 

Senator WiruiaMs. I beg your pardon. We have been in a tight 
broiler situation for t years, The LD partmit nt ha ee irging a cut 


] 
back ever since the end of World War II. And the Department was 
correct ; there was an overexpansion during the war. Like many in 


dustries we got overexpanded. Immediately after the war, from that 
time on, the Department of Acriculture has been urging a grad | 
cutback and readjustment at the farm level. That has been one of the 
basic policies. This type of loan for broil r proau ers has been eX 
panding in the postwar period. 

Mr. MILEs. There could be variations of opin a to whe } the 
tight broiler situation came about. 

Senator ANperson. What I am getting at is this: this is not a loar 
that could have been approved by the local neighbors so you could s L\ 
that this money was advanced by his friends in the local community 

Mr. Mites. They had to approve it first. 

Senator ANpEeRsoN. Yes; 1t couldn’t stop there. 

Mr. MILEs. No. 

Senator ANDI RSON, It had to go to the next ep. ore that 
percent loan ¢ 

Mr. Mines. Yes, sir. 

Senator Anperson. Then it was more than a 50-percent loan so 
had to go to your office / 

Mr. Mines. Yes, sir. 

Senator Anperson. You are not in the Department of Agriculture 

Mr. Mires. No, sir 

Senator ANperson. You are not? 

Mr. MILEs. No, sir. The Farm ( reddit Admu stration 18s not now 
a part of the Department of Agriculture. 

Senator ANDI RSON. That is correct. Fo a pel od of how nial 
months # 

Mr. Mies. Since last December 8, I believe it was. 

Senator Wituiams. But at the time this was approved they were. 
And even now the farmers look upon all of you as one agency. I 
mean it is all one lending agency. The Ohio borrowers should not 
be singled out for criticism any more than the rest. 

I have here a list that came from you. On this are 25 different 
employees who are on the Government payroll and who have loans 
to expand their commercial broiler production. | have a list nere 
which I obtained 

Mr. Mires. On the Farm Credit payroll ? 
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senator Wii \MS. Government pay roll in various agencies. That 
is not all. 

Mir. Mites. Loans made by production credit association ? 

Senator Wititams. Loans made by Government lending agencies. 

Mr. Mites. I can only speak for production credit. 

Senator Witt1aMs. That is right. I am speaking about this prin- 
ciple in general. I have a list of 690 loans that have been made to 
men who were on the full-time payroll of the Federal Government 
at the time they got the loans, and some of them are still on the full- 
time payroll. Some of those loans are delinquent today, and the 
borrowers are still drawing full-time salaries from the Government. 
Many of these loans were made to finance these fellows in the expan- 
sion of the poultry industry, and I say to you gentlemen that you 
can’t justify it. Not to me you can’t, and you can’t to a lot of the 
farmers, 

The basic principles of the organization may be sound, but your 
actions contradict your policies. Mr. McLeaish, with the Farmers’ 
Home Administration, is the only official who has really got concerned 
about it and has taken what I consider to be constructive steps to 
readjust this program. 

I have been somewhat disappointed by the others. I have had a 
conference with you, and I agree with the policies outlined by Mr. 
Tootell on paper, but he is not enforcing them. If we can stop these 
loans that are being financed to large borrowers operating their neigh- 
bors’ farms and so forth, that is fine. That is what I am criticizing. 
! am not getting into the merits of the individual family farm unit. 

I think if the Government in the long run loses a little money on 
small indi vidus ul cases, the ove rall eood to the economy ot maintain- 
ing our individual farms is sound. 

The Cuarrman. I think Mr. Tootell may be better qualified to 
reply to your request of Mr. Miles. 

Mr Toore.. I would like to repeat again that we feel that under 
the law we do not have the authority to prevent production credit 
associations from making these loans except in the instances that 
Senator Anderson- 

Senator Anprerson. This came right back to your own office. You 
had all the authority in the world; did you not? All you had to do 
Was Say “No.” 

Mr. Toorrii. Senator Anderson, I said, with the exception—and 
I got that far—with the exception of those loans which require 
approve al of the Farm Credit Administration. Those would be loans 
which exceed 50 percent of the assets of the association. 

Therefore, our recourse, as we see 


it, is to encourage the produce tion 
credit associations and production credit corporations in the districts 
to comply with this policy that Senator Williams has advocated. I 
have here a letter under date of October 19 whic h we sent to all pro- 
duction credit association—the 12 coe abies credit association pres- 
idents—— 

Mr. Mires. Corporation presidents. 

Mr. Toore... Corporation presidents, rather. We transmitted 
them a statement on outlook for broiler production and said that our 


- 
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Economic and Credit Analysis Division had prepared i brief résumé 
of the outlook for broilers, and— 

This holds little promise for improvement in broiler prices and the forecast is 
for continued high production. In view of this situation we believe produ 
credit associations should be unusually cautions in their broiler financing, taki 
on only these risks which have the resources to meet adverse conditions and 


avoiding those in which the element of expansion is present. We suggest that 
the enclosed outlook statement be duplicated and distributed to any production 
credit associations financing broilers with whatever word of caution you m 
want to add. 

We felt that that was as far as we, in our supervisory capacity, 
might properly 20 in this direction. 

Senator Aiken, before you finish with us I should like to have Mr. 
Bagwell, who is our General Counsel, clear up a point with respect 
to the legibility of individuals to borrow from farm credit units. 

The CHairman. Do you have any more questions of Mr. Miles / 

He will be here. 

Senator Wiiuiams. That will be all right. 

The CHatrrman. Mr. Bagwell ? 


STATEMENT OF JOHN C. BAGWELL, GENERAL COUNSEL, 
FARM CREDIT ADMINISTRATION 


Mr. Bagwett. Mr. Chairman, under the law the production credit 
associations have authority to make loans to farmers. ‘The term 
“farmer” is not defined but we do not view the law as permitting the 
associations to distinguish between individual farmers, corporations 
which are engaged in farming, or to distinguish between the family 
type farm and the commercial farm. 

We also do not view the law as permitting us in carrying out our 
primary function of making sound credit available to farmers, to con 
rect the ills in the poultry industry. I do not think we have that 
authority. 

Senator Witurams. Under the law did you have the authority to re- 
fuse to approve this request for the loan which was forced to come to 
the Farm Credit Administration here in Washington’ Could they 
have refused that loan ? 

Mr. BaGwetu. We could have turned that down. 

Senator Wiuu1aMs. Then it is a case of whether you want to do it 
or do not want to do it. 

Mr. Bagweii. As was pointed out, we have some control over the 
large loans but I did not gather from this discussion that it was these 
large loans that were necessarily causing all the trouble. 

Senator WILLIAMS. They are contributing to the problem. | Say 
again I fully agree with the principle outlined in this memorandum 
of October 19 that Mr. Tootell put out to the governors of the Farm 
Credit Administration as to how they should operate. I agree fully 
with it. But unless he in turn is going to practice here in Washington 
in acting upon the requests that come to him that principle which he 
is asking the districts to practice, he will not get anywhere. 
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You have a situation where you are telling us that vou agree with 

Ss prin ple but when the re juest comes to Washington, to your own 
Board, you are overriding your own recom! rendations. You do have, 
you admit, under the law authority to do otherwise. 

Mr. Bagweti. Any loan which, under the law, has to come to Wash 
neto) we could turn down. But that loan, you remember, was made 
everal years back. 

Senator Witutams. No, itisarevolving loan. You have the author 
ty to refuse it if you wish, do you not? Any of these loans that come 


tO vou, 

Mr. Bagweiti. That is right. Any that exceed 50 percent of the 
capital and guaranty fund. 

Senator Wit.iams. So that you in principle, in operation, do not 

: ipprove of that policy ? 

Mr. Bagwetu. I would like- 

Senator Wintitams. Is that a correct assumption / 

Mir. BAGweii. We can turn down those that have to come to Was! 
netol , certainly, but | would like to emphasize one t] Ing the (rovel 
nor pointed out: These production credit associations are chartered 
under the Farm Credit Act of 1933. We cannot in the Farm Credit. 
nder oul authority to supervise them, deny them the ] iolt to proceed 
n accordance with that law. 

senator Wu LIAMS. No one is asking you to cdo that. 

Senator ANnperson. At the same time when they have exercised 
ihe rights and have to go on to you, you certa nly have the right ot 
udgment: do you not ¢ 

Mr. Bagweti. You are right. 

Senator Anperson. This law says loans shall be made to farmers 
for general agricultural purposes. Would you regard a corporation 
for a specific broiler production to be a farmer for agricultural loan 
purposes ¢ 

Mr. Bagweti. We regard a corporation that ts engaged in farming, 
prin pally engaged in farming, as a farmer. 

Senator Wittiams. When the same individual 

Mr. Bagwett. We have done that in all farm programs, Senator 
Anderson, you remember. 

Senator WILLIAMS. When the same individuals, operating and owl 
ng 3 or 4 corporations, all borrow money from you, a hundred, or two 

dred thousand dollars, do you consider that general agricultural 
purposes ¢ 

Mr. Bacweti. If they are engaged in poultry production, they are 


1 


“tas e! cible as a small farmer 


Senator Anprrson. Why does he have the 3 or 4 corporations? Is 
oO he will get the benefit of lowe) Income taxes 4 
Mir. BaGcweu. | could not answer that que stion 


Senator ANprrson. You know there is a little difference ? 


Mir. BaGwenu. Yes: that is right. 

Senator ANprerson, Is that his sole purpose ¢ 

Mr. Bagwetn. I do not know. Undoubtedly the individual you 
speak of set up to make a profit rather than to ' 


Senator ANbDERSON. Do you have to help him along? 
Senator Wiiuiams. Could it be that it makes vour loans a little more 


palatable when they come in, at $50,000 for loans—four $50,000 loans 
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rather than one S200,000 4 Do vo think it would be a little les 
noticeable? Could that be it / 

Mr. Bagweti. We just approve Those loans wl h under the law 
have to come tothe Farm Credit Washington. 

The Coairman. Apparently there is doubt in the minds of the Farm 
Credit officials that they have autl ority to correct the situation w ech 
unquestionably was not intended to be developed this manner by 
the Congress. Ii should be quite L simple matter to mend the law 
so that this situation will be covered and tha may be the best way to 


handle it. 


Senator ANpERSON. I think that is a very useful yeestion. That 
is what | have gotten out of it. Mavbe we neec to take a look at 
1933 provision and'see if somebody has found tax loophol 

The Cuatrrman. A lot of things have happened in 21 years 

Mr. Tooret.t. | would like to say wit! respect to thi partic 


} 
tT} 


broiler loan case th it we have talked about t 
that application submitted to us within the last 3 weeks with a reques 


Ws morning that we ct 
for an increased amount of loan for the purpose of expansion a ad our 
office did turn down the request for the increase. 

Senator ANDERSON. Good. 

The Cmairnm LN Does that make Senator Williams feel anv hette) 

Mr. Toorentn. The amount of inerease involved was 850.000. We 
cid not approve it. 

Senator WiniiaMs. [still think you should correct your policy. ‘To 


point out the absurdity of this, here is another $150,000 loan which was 
, 


4 


rranted to an individual in 1951 in the Georgia area, and the loan was 


approved by the Government on the basis that the needed the 
creased eXpansion in poultry, and at the time that was being done the 
Department of Agriculture was specifically asking the farmers to cut 
back. . 

The loan, in addition, carried a certification from the military estab 
lishments that they were in need of an expansion in the poultry indus 
try and that they needed the poultry that could be produced by this 
individual and therefore they recommended a special S15 000 loan. 
The military establishments under the law have told me that they 
cannot certify that they are buying from anybody except on a co 
tractual basis. . 

I do not understand how they could ever have given any such cer 
tification, and surely the Departme t « f Lori ulture wis asking a i 
recommending a cutback in production. Aga this was in the Georg 
area. There is no possible basis whereby you could encourage this 
expansion or justify this loan. It does not make sense when you are 
encouraging that type of loan. to be down here telling vour smal 
farmers that they ire ove rprodu ing or to tell your eve produce! 
in Minnesota that there is not anything t if vou ca io Tor them. 

Senator Tuyr. You are entirely right \t the same time, M 
Chairman, I wish that before we close this committee hearing, if we 
could get some expression from the Depart t of Agriculture as 
to whether they are able to assure the producers that they are being 
given all the assistance from the Department of Agriculture that 
possible to be rendered, to assure the prod cel that he is vetting 
fair break on the mereantile exchange and not the victim of manipu 
lation of those markets, and also whether they are trying to mak 


certain that the price of e ros will be Improved. 
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There is no sense, rhyme, or reason to the present price of ecos 
to the consumer with relation to what the producer is getting. 

The CuarmMan. Mr. Morse, have you anything to add to what you 
S ay yesterday in respect to Senator Thye’s request for some assurances 
as to what the De partment of Agriculture is doing to correct the pres- 
ent situation, particularly in the field of speculation and widening 
price spread between the producer and the consumer ¢ 


STATEMENT OF HON. TRUE D. MORSE, UNDERSECRETARY OF 
AGRICULTURE—Resumed 


Mr. Morsr. We have supplied this morning, as requested yesterday, 
a statement on the egg futures manipulation case which go into the 
record, ‘The Commodity Exchange Act, w hich app ylies to the Chicago 
and New York Mercantile Exchanges, does not give authority for es- 
tablishing price fluctuation limits on trading. 

hese ee however, do have a “-cent- a-dozen d: uily fluctua- 
tion limit above or below the prey ious day’s closing price applicable to 

futures, eee ver, there is no limit on spot-egg pur hases and we 
are digging into the extent of fluctuations. 

We do have authority over any manipulations or malpractices and 
we have supplied for the record information about the cases that I 
believe were re ferred to yesterday. 

The Cuarman. Those are the Chicago cases that they suspended ? 

Mr. Morse. Yes, sir. Those date back to 1949. Weare closely fol 
lowing the market and our exchange authority does closely watch 
and is constantly studying commodity market deve ‘lopments. 

Senator Tuye. Then you do have men in there studying the market 
trends, the manipulations, and the functioning of those markets right 
now ¢ 

Mr. Morse. Yes; to pick up any indication of possible manipulation 
or malpractice or operations that might be in conflict with the act. 

The CuarMan. The Department is aware that there is considerable 


spread in the price of eggs, particularly between the consumer and 
the producer and is not h: appy over the situation, is it? 

Mr. Morse. Very definitely. We have had good cooperation on the 
part of merchandising interests. Eggs are being featured, along with 
poultry on menus, and other merchandising methods have been used 
to help move supplies. 

Senator Tuyr. Have you made any study of foreign markets or how 
you might be able to work off some of the egg surplus into foreign 
markets so as to improve or strengthen the market trend at the present 
time ¢ 

Mr. Morse. Yes; we have been into that. 

Senator Tirye. Have you anything in the way of a report that might 
be of some encouragement here ? 

Mr. Morse. I do not have that information, Senator. I would be 
glad to get the information from our Foreign Agricultural Sery 
and supply it later. 

Senator Tuyr. You do not have that information as of now ? 

Mr. Morse. As of now, no, sir. Except I can assure you that we 
have been looking into the possibility of more sales abroad. 

Senator Tuyr. Do you have any information that would give us 
some sort of a hope or some encouragement for the future weeks? It 
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has been bad all fall. I was hopeful that you would be able to lay 
something specific before us that would create some encouragement 
on the part of the producers. 

Mr. Morse. As far as t irkey s are concerned, the h ‘avy movement 
of the turkey crop, of course, is past or soon will be. 

Senator Anperson. Next year it will be even worse. 

Mr. Morse. From the star dpoint of the tw Key hens and their test- 
ing, or getting them ready for production of turkey eg; 
promising outlook. 

Senator Anperson. You say here that approximately 1,500,000 
poults were hatched September ind October, a 50 percent increase 
over the same months last year. Can that spell anythin 
aster to the turkey farmer 4 

Morse. If that continues it means we will continue to have rel- 
atively low prices. 
rs and poultry in 1955, which was pre 


r but dis 


I have here the outlook for « egg 
sented in our Outlook Conference in October. As indicated yester 
day, we have followed through. This statement analyzes the situa 
tion further. We have worked with the representatives of the exten- 
sion service in the colleges and with others from the different States, 
We are usIng’ every practical means to get outlook information to 
farmers and turkey producers and broiler producers. 

Senator THyr. That is most commendable but from a standpoint 
of trving to broaden the markets or specifically to tl 
field, we did, of course, authorize and olive you the means of est iblis 
ing some sort of an international marketing agency or an agency that 
would help you in the international field. 

[ wondered if you had anything very encouraging to report to us 
in that operation, or in that field. I think that Senator Williams is 
on the right course. He is voing to see that we do not make any un- 
wise moves to increase produ ction by Federal assistance. 

Another factor is to alert the producers themselves to the increase 
so that the producers are not going into it blindly. If they do they 
are just stupid operators. ‘That phase of it is good. But in th 
increased marketing or opposite to find markets, I wonder whether you 
have ———e hopeful for us there. 

Mr. Mors In the face of the large supplies that are coming atl d 
yet in setiaii as the statement yesterday indicated, we do not have 
anything to indicate that we are going to work out of this situation 
soon. 


e 1nterhatiol al 


The CHarrman. You are referring to the poultry situation on!y? 

Mr. Morse. The poultry and eggs; yes, sir. Broilers are being cut 
back now after several months’ heavy production and there is hope 
that improvement in prices will develop. In heavy hens, which I 
indicated yesterday are byproducts of the egg industry, it is going 
to take some time to work out of that situation. There is definite 
prospect that there will be fewer pullets started in the early part - 
the vear, and that producers can ol forward to an improved situ: 
tion by mid-1955 unless they reverse what they normally do when thin 
have low prices. 

The CHaiRMAN. Didn’t the turkey people this year help themselves 
by marketing at a lower weight? And isn’t there a tendency year 
after year to market turkeys at lower weights? ey 
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Senator ANpERSON. You do not get the best prices when you do that 
back on broilers and 


ttiy 


Phe CHamrMan, Apparentiy they are cutting 
mcrenasineg i turkevs. It takes se ern brollers to welgh as much as 


one cood S zed turkey. 
Senator AnpERSON. When vou start to market a turkey they say, 


‘It is too bad. If you have a 35-pound turkey the 1 ‘estaurants would 
he ppy to have it.” They Want larore turke Vs al ad do not want to 
pav for the Trame. 
~ Senator Witurams. When vou get large ones they want small ove 
ZOU Ones. 
Mr. Termou.ien. There is a trend for general average lighter weight 
turkevs bec suse of some ot the new breeds and varieties and types that 
ve h ive, We are oradually vetting lowe weights. Also, there are 


some new processing pce ay that make it possible to market the 
hirds a little earlier because we can get them and clean them up well 
from the standpoint of the ties and so on, ; 

so you are correct that that tendency Is coming. Along with it 
there probab ly will still be some people that nay at times want that 
On pound bird that you are talking about. 

Phe Cuatrman. Didn't that practice save the turkey grower from 
vetting into as dee ‘p troub le as ml oht have been expected this vear 4 
Didn’t a lot of them market thei turkeys heht / 

Senator Anperson. He is going to have to shift types. If vou 
raise the Beltsville type you can increase them with lhehtweights. 
But if you are going into the big ret thev will weigh heavy when 
you get through with them if you are to get any money out of them. 

The CuatrmMan. There is a aieanian between 12 pounds a and 20 
pounds 

Mr. ‘TermMonLeN. Apparently during the earlier part of the season 
there were a number of peop le that were able to market at maybe a 
pound or two liohter than they did last vear, even in the heavier type 
of turkey s, and that is because of their general production methods 
and their processing methods. 

The CHAIRMAN. Senator Thye was asking about the prospects for 
foreign markets, as I understood him. 

Mr. Morse. We are definitely looking into the possibility of more 
export sales. I have just been advised that we have a man in the 
Latin American areas now trying to determine if there is the oppor 
tunity to develop outlets, and that tvpe of search for markets is going 
on throughout the world. 

In addition, we have been working with the military and with the 
trade to try to move the | heavy supplies of poultry produets and 
courage greater consumption. 

The CuarkmMan. Do you think it will be difficult to use the $700 
million an thorization for the development of foreign trade for Ameri 
can surpluses ¢ 

Mr. Morse. No, sir: it appears that sum ean be used within the 
limits of time in the act. 

The Crairman. Then it appears that maybe Congress underesti- 
mated the volume of foreign trade that could be done | v way of barter 
and aeceptance of foreign currencies. 

Mr. Morse. Early developments were very encouraging. 

Senator ANprrson. Congress started to put a billion dollars in. 
We said you could have a billion dollars until the first of January. 
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If vou need more we could give vou 2 or 3 billion dollars more. 
come in. Don’t you think that this turkey release that went out o 
November 19 was a fine step in the right directio t could have 
been more definite ¢ 

It says here, “Department officials said att ( + being ed 
the early season developments wil e there is still ti I naustl 
to adjust productior eg You could have added: “If the present tre 
continues, both turkey breeders and brokers ll be f ed [ 
possibility of unsatisfactory prices in 1955.7 

If they continue, pi ce ire Just roing to drop badly, and The oO 
as well know it, don’t you think, instead of the pe ty « 
satisfactory prices ¢ According to our beet tuat md pork situa 
tion there are going to be terrible price 

Mr. Morse. Our tendency to be not too positive connectiol 
with forecast stateme ITS, as YOu KNOW, | ire a Ol p 
ments that make future markets. If se ebody tavs out of the 
turkey business because we said tut ey prices W ll be at a certain level 
and the prices do not work out that way 

Senator Anprerson. I realize it is very difficult. I only say that 
anybody who read the Department of Agriculture publications should 
have concluded to stay out of the turkey business in 1954. I did, and 
[ am going to be very happy to stay out of the tur rey bD hess 
1955, and ] hope others reac it with that thor olt n mind, because 


they are in bad shape on this basis. 
Mr. Morse. When you have a widespread industry, particularly 
like the egg business, even more than in the turkey and broiler bus 


ness, it is difficult to find out in advance how people will react to out 
look information. If enough people believe the outlook ~ aloon 


and curtail their operations accordingly, there may be an el tirely 
different price situation. 


Senator Witiiams. You are in this position: If they are following 
your recommendations, then youl recommendations are wrong 

Mr. Morse. Rieht. 

Senator Wintiiams. If they do not follow them, you are right. 

Mr. Morse. That may be the case. Every effort is in the directio 
to let a producer or farmer understand what appears to be the ris! 
involved and have the kind of information that essa f 
making sound decisions. 

msehnator ‘| HYE. Mr. Morse. whel | Was a boy, We a a elohbor. 
a very shrewd old farmer, who Came Trom New OF Prana. Ile ottel 
used to tell me, You go into something that the other fellow is VOINY 
out of, and you will always be all right.” But in these last few vears 


that just has not been possible. 

Senator WintnuiAms. There has been nobody going out. 

Senator Tuye. It just has not been possible. 

Mr. Morse. Senator, you are striking at a point that is in the state 
ment that was put into the record yesterday. That point is this 
Much of the problem that the poultry industry is now struggling with 
stems from the rapid expansion that has taken place In the industi 
over a period of years. There are ho elterprises In agi culture pro 
ducing comparable commodities that have made the rapid progress 
that has been made in the poultry industry. The poultry industry 
Is how struggling with getting adjusted to this step-up in efficiency 
and all of the developments that have resulted in the rapid expal sion 
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The industry is in the throes of adjusting to the great increase 
efficiency. — 

Phe outlook is hopeful, definitely, but un til the industry adjusts to 
the efficiencies that have been built into the industry we have to struggle 
with surplus problems. 

Senator Tuyr. But you are watching the mercantile exe *hanges very 
carefully to make certain that there 1s no undue manipulation, and 
you are in the foreign field endeavoring to do as the act proposed, 
and for which funds were made available in the last session to increase 
or develop forelon markets wherevel possible ¢ You are in that field ? 

Mr. Morse. Yes, sir. 

Senator Tuy. Scientifically working in it? 

Mr. Morse. Yes, sir: definitely. And we are not neglecting other 
possible increased sales outlets such as the military. We W ill continue 
such efforts, sir, because we are very much concerned with the poultry 
situation. 

Senator ANnprErson. Mr. Secretary, this case that Mr. Williams 
brought up of an employee in the Department of Agriculture making 
$9,360 and obtaining funds to expand his broiler facilities, do you 
think there is any administrative action you can take to stop that sort 
of thing? 

Mr. Morsr. Can you tell about that case, Mr. MeLeaish 

Senator ANDERSON. I am not worried so much about this parti ular 
person. Don’t you think that when the Department is recommending 
reduc tion in broiler numbers anc 8) forth, una trying hard, that it ls 
2 little rough for an employee of the Department to come in and ovet a 
loan from another part of the Department in order to expand his 
facilities ? 

Mr. Morsr. Mr. MecLeaish. could \ ru dise ‘USS policy with reg ara t 
Senator Anderson's question. What about Department employees 
borrowing for expansion? Mr. McLeaish has the responsibility of 
operating the Farmers’ Home Administration in the [ nited States 
Department of Agriculture. 


STATEMENT OF R. B. McLEAISH, ADMINISTRATOR, FARMERS’ HOME 
ADMINISTRATION, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE 


Mr. McLeaisn. Se nator. I don’t know what the policy rT Was before I 
came with the Administration. We did make a complete survey. A 
number of loans, though not a large number were made. including the 
one that you mentioned in Ohio. Those loans for broiler production 
were made under title V of the Housing Act of 1949. As far as I can 
determine the ‘V al e leg al. 

Senator i cauuaaae Is this for housing ? 

Mr. McLeratsn. Yes, under the Housing Act. There were some 
emergency loans made to Government employees. But the Housing 
Act seemed to be the principal source of financing. 

Senator AnprErson. This was not a loan for a broiler f;: ictory ¢ 

Mr. McLeaisu. The one in Ohio was a broiler factory. 

Senator Anprerson. Then it is not housing? 

Mr. McLeatsu. It isa building. The Housing Act authorizes loans 
for dwellings and other farm buildings. 
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Senator Witiiams. As ridiculous as it might seem, Senator Ande 
son, | found under the Federal Housing Administration we had an 
other title other than 608 wherein they were making loans for the 
expansion of the commercial poultry production. 

Senator Anperson. Under the Housing Act / 

Senator WituiaAms. Under the Federal Housing Act. I had difti- 
culty in believing it. 1 will say this, I have to thank Mr. MecLeaish 
for helping me to track that down. 

As | said before, he has been most cooperative In trying to get to 
the bottom of this. Most of these loans were made before he came in. 

Senator Anperson. Mr. McLeaish knows we think highly of him 
in my part of the country so he doesn’t mind my questions at all, | 
am sure. 

Mr. McLeaisu. We are both working for the people. and you repre 
sent them directly. 

Senator ANpERsoN. You are doing all right. | am surprised, | 
thought that this was a loan that had to come through one of the 
other agencies. 

If the Federal Housing Administration is making loans to build 
broiler factories, it would not be long before they give the Inter 
national Harvester Co. one to build machinery houses, because that 
will house a factory. 

Mr. McLeaisu. You have asked about our poli Vy. We have set up 
a policy directed to all our State and county offices, on all types of 
loans, particularly those where there is some administrative leeway 
under the statute, that the man must be primarily and substantially a 
farmer, producing farm products. 

That would preclude any of our employees lending to a man who is 
on the full-time payroll of anybody, including the Federal Gover 
ment. 

My personal feeling is that a man who ts getting a salary from the 
Government should not come to an agency set up to help farmers and 
tuke money away from other farmers who need it. 

This particular Ohio incident resulted from appropriated funds, 
and asa result or 5 actual farmers did not get a loan. 

Senator ANpERsSON. I think that isa fine policy. 

Mr. McLe&atsH. Incidentally, we collected the money back from 
that man. 

Senator ANDERSON. Goad. 

Senator Wituiams. I asked Mr. McLeaish to survey how far others 
might have participated in these loans. 

He has furnished us with a report here of active borrowers who 
were Federal employees when they received the loans. We have a 
breakdown here of 1,153 borrowers, and it shows that 690 of them 
were full-time Federal employees at the time they negotiated their 
loans. They borrowed a total of S8,104.904, of which amount S158.928 
was delinquent at the time that he made this report. 

Senator ANDERSON. Can you tell us something about those ? 

I think we recognize, Mr. McLeaish, that if a man works for the post 
office as a letter carrier, and wanted to buy a house, that he should 
not be treated any differently from any other employee. He has just 
as much right to go in and get money for a house as you have or I have 
or anybody else has. But if he is a full-time employee of the Depart 
ment of Agriculture it does seem a little strange that he comes in and 
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borrows money from the Department of Agriculture to start a dairy, 
or start a broiler factory. 

Senator Wiuttiams. These were not loans for construction of homes. 
These are loans for expansion of farming operations. 

Mr. McLeaisu. Senator, my feeling about that is that the Farmers’ 
Home Administration was primarily, as you well know, set up to help 
farmers. 

Senator ANpERsSoN. Where they needed soft credit. 

Mr. McLeratsu. Where they needed soft credit. I will relate that 
when I came up here, the thing that called this to my attention was a 
number of people here in Washington, three of whom worked for the 
Government Printing Office, full-time people, who wanted housing 
loans and were insisting that they were entitled to them, for a little 
place over in Maryland, 4 acres, upon which they expected to grow 
rabbits, strawberries, or something else. I think one of them was for 
chinchillas. 

Obviously, those people were not farmers. Our authority, I don’t 
think, extends to those people. We had one fellow who worked full 
time as a railway mail carrier in Texas. He had 14 acres and wanted 
to go into the business you were discussing this morning, producing 
eggs. We didn’t feel that he wasa farmer. We didn’t make that loan. 

Senator AnpERsoN. You rejected that loan / 

Mr. McLeaisu. We rejected it. 

Senator ANDERSON. You are to be commended for it. I do not say 
he is not entitled to credit. He probably can get credit from banks 
if he wants to. 

Mr. McLeaisn. He can get it as you and I do. 

Senator Anperson. Like you do. I am having trouble. 

Senator Wittiams. One list furnished by the Department of Agri- 
culture is entitled “Present Borrowers Who Were Federal Employees 
When Receiving Loans From the Farmers Home Administration for 
Poultry Production Purposes.” 

The first loan was for $5,000 to expand commercial poultry produc- 
tion. That fellow was working in the post office. 

Senator ANperRsoN. When was that made, Mr. Chairman ? 

Senator Wituiams. They are not dated. I don’t know whether Mr. 
MecLeaish could tell us or not. 

Mr. McLraisn. I would say before July 1953. I would say a few 
might have slipped in after that. 

Senator WituiaAMs. That is right. He put a stop to them. 

Here is another $8,980 to establish a poultry production; another 
for broiler purposes; another to establish commercial poultry produc- 
tion. Right down the line there are loans to full-time Government 
employees being made to establish them in compet ition with the legiti- 
mate farmers, and it was being done at a time when the Department 
of Agriculture itself was urging other farmers to cut back poultry 
production. ; 

I think Mr. MeLeaish should be commended because when this was 
called to his attention he immediately stopped it. In my first conver- 
sation with him he thought I was on the wrong track. I received a 
later call from him and he said it was worse than he figured. He 
went out of his way to get the information and I was promptly 
advised that he had stopped the loans. I wish other agencies in the 
Government would follow the same pattern. | 
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I haven’t asked anyone to say that they wouldn't give a loan unde 
any circumstances for a poultry house now because we all can picture 
a veteran or some young farmer just starting and to round out his 
farm operations if might be that he needs a certain small-type poultry 


house. We are not speaking of that. That is an individual unit. 
But surely loans, according to the descriptions, “to establish or 
expand broiler production,” cannot be justified. These loans were 


made at a time when the Secretary of Agriculture was urging the 
farmers to cut back. 

When we find that some of these loans are by full-time Government 
employees and still delinquent, I say it is time such loans are closed 
out and those fellows taken out of the farming industry. They are 
marginal operators; they are ruining the poultry industry and the 
farmers in general. 

Mr. McLeatsu. If I may add, in the regulations of the Farmers 
Home Administration, any of our full-time employees who get a loat 
are dismissed. It is a violation of regulations. We have had to dis 
miss 1 or 2—not many, but 1 or 2—for that reason. 

That regulation has been in existence for quite a long time. 

Senator WitutaMms. I did run into this defense of the loaning poll 
cies from one certain area. I was a little bit interested and upon 
checking found that a lot of the Government employees in that area 
more so than in any other area, were borrowers themselves, which 
perhaps accounts for their enthusiastic defense of a policy which we 
all admit cannot be defended. 

We found that in 1 State 15 Government employees were borrowing 
from their own agency. So naturally we could expect a rather enthu 
silastic defense of this principle. 

Senator Winttiams. Mr. McLeaish. do you have anytl ng else to 
say on this subject ¢ 

Mr. McLeaisn. | would just add this, Senator, on the subject of 
broiler production: If we were to make a loan to buy a farm and the 
borrower wanted to set up an outfit for three, four, or five hundred 
broilers among other enterprises, I think that is proper as part of the 


whole picture. But to lend 810.000 or S50.000 for broiler production, 
I don’t think is farming in the true sense of the word. 
Senator Wintttams. Thank you. We have two other witnesses, the 


first trom Federal Housing Administration, Mr. David W. Cannon. 


STATEMENT OF DAVID W. CANNON, DEPUTY DIRECTOR, TITLE I 
DIVISION (HOME IMPROVEMENTS), FEDERAL HOUSING ADMIN 
ISTRATION 


Mr. Cannon. I am David W. Cannon, Deputy Director, Title | 
Division, Federal Housing Administration. 

Senator Wititams. Mr. Cannon, do you have a statement or wil 
you just explain to us the extent of your operations in financing poul 
try production and explain it both in the past and what you are d 
presently 

Mr. Cannon. Yes, sir. I would like to correct. if I might. t} 
statement made a moment ago by the last witness, Senator. 

The part that the FHA plays in the financing = a are const ru 
tion or nonresidential construction is a part of title 1 of the National 
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Housing Act. 1 believe he said it was title V. We are limited under 
the—— 

Senator ANpERsoN. Would you read that section, or pertinent parts 
of it that say you shall supply money for broiler production ¢ 

Mr. Cannon. It is not in so many words. 

Senator Anprerson. What does it say ‘ 

Mr. Cannon. The statute says that we are authorized to insure loans 
made for nonresidential purposes, new construction, which might be 
a commercial structure or a farm structure. That is a part of title I 
of the act. 

A broiler house, to the extent that it is a permanent improvement 
to the farm property, is an eligible structure under title I for finane- 
ing under the National Housing Act, provided the amount does not 
exceed) 83.000. 

Senator ANperson. All yours were under 33,000 / 

Mr. Cannon. No individual loan for that purpose can exceed 35,000 ; 
ves, sir. 

Senator Anperson. None of yours, then, you say, exceed $3,000 ¢ 

Mr. CANNON. No. sir. 

Senator Wittiams. On that point we agree. 

Senator Anprerson. That none exceed $3,000 4 

Senator Witiiams. Yes. The point Is this, however, was there any 
limit on the number of 83.000 loans that a farmer could get ? 

Mr. Cannon. Up until the Housing Act of 1954 there was not. 

Senator Warkins. We wrote an amendment limiting that $3,000 to 
mean 1 loan to 1 borrower, but prior to this question coming up on 
the floor of the Senate, am I correct in understanding that the limit 
of your individual loans was $3,000, but on the other hand there was 
no limit as to the number of $3,000 loans any one man could get ¢ 

Mr. Cannon. Except as tothis one qualification, Senator: The regu- 
lations are—this is regulatory, and not in the statute—if any bor- 
rowers obligations on title I loan exceeded $5,000, then the approval 
of the loan which put it over the $5,000 maximum had to be sent to 
the FHA office for approval. 

You understand, I take it, that the approval of credit normally on 
a title I loan is left to the lending institution. 

Senator WitiiAms. Did you disapprove of any / 

Mr. CANNON. That would have been done in the field oftices. Il 
couldnt Say whether they did or not. 

Senator Wintiiams. That gets back to the original question. We dis- 
cussed this in the oftice before. 

Mr. Cannon. Yes, sir. 

Senator Witutiams. Am I correct in my understanding that based 
upon your records you have no way of knowing whether or not any 
idividual got 10 of these $3,000 loans, 50. or conceivably even a hun 
dred different 53,000 loans‘ I mean based upon the records as they 
were kept before. ; 

Mr. Cannon. The records will not show that. Senator. because while 
the lending institutions report the loans to our office as having been 
made, they would be cataloged or merely be listed on the reporting 
form as loans for new construction, nonresidential purposes, and it 
nught be a silo. it might be a broiler house. or some other structure. 
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Senator Wittiams. Conceivably a man could get 100 85,000 loans 
one right after the other ? 

Mr. Cannon. Theoretically that would be possible. 

Senator WinuiAMs. Theoretically it could be done: one man could 
get a hundred. There was no control, prior to that amendment last 
vear ¢ 

Mr. Cannon. That is right. There was no limitation at that time. 

Senator Wittiams. Could you now tell us the extent of loans that 
you have made in that direction! Do you have any breakdown ¢ 

Mr. Cannon. No, sit: I could not. The regulations which were 
written following the passage of the new act only took effect on Octo 
ber lof this vear. We won't see the results of that in improved opera 
tions or limitation and so on for some little time. 

I might mention one thing, Senator. When the Commissioner of 
Federal Housing Administration and the Administrator of the Hous 
ne and Home Finance Agency made recommend itions tast Spring to 
the Senate Banking and Currency Committee regarding such changes 
as might be made in the Housing Act in 1954, one of the proposals was 
that they take out of the Housing Act the provision for insuring loans 
under this title I] for commercial construction. 

The Senate left that—it was left in by the ¢ ongress of the United 
States. I believe the report of the Banking Committee chairman said 
that that recommendation had not been accepted because they had at 
that time no evidence that there had been undue losses or abuse unde) 
the Housing Act to that feature of the program, So they left that n 
the statute. 

Senator Wiitiams. If IT understand correctly, Congress did spell 
out that each individual borrower could not exceed more than one 
83.000 loan. 

Mr. Cannon. That is correct, sir. The amount outstanding to any 
one borrower for any of these one or more classes of loans—and this 
is what we would eall a class 2—D loan, a nonresident il sti ucture for 
farming purposes, a class 2—b loan, the statute says the maximum loan 
cannot exceed 83.000, It has ilway s said that 

[t now also provides that the amount outstanding to any one bon 
rower cannot exceed that $3,000. 

Senator Winuiams. I think perhaps we have control over this, but 1 
think it is well for us to know in order not to fall into the trap agan 
With looseness of the law as it was before we have established in the 
record that there was no limit on the number of $35,000 loans a man 
could get. These loans were insured at 100 percent of the value. 

Mr. Cannon. That is correct. You know the law, Senator. The 
maximum mnsurance to any lending institution is 10 percent of its gross 
volume of business. 

In practice that meant that each individual loan on which a loss 
might be tuken would be 100 percent, because the loss ratios have beer 
very low, 

Senator Wititams. One further question. Am I correct in my 
understanding that you had no inspection service operating under title 
I to see whether Joe Doaks, who got this 1 or 10 $3,000 loans, ever used 
it for the construction purposes for which he applied / 





70 PRICE SPREADS ON POULTRY AND EGGS 


Mr. Cannon. That is correct. 

Senator Winuirams. Then, we are to understand that a man could 
borrow, conceivably, 1, 10, or a hundred $3,000 loans for construction 
purposes and as long as he kept his interest up on those and they were 
not delinquent you made no inspection to see whether he ever used 
ny of it / 

Mr. Cannon. The FHA made no inspection on a title I loan. 

Senator ANpERSON. Who made the Inspect ion ¢ 

Mr. Cannon. If inspection was made it was done by the lending in 
stitution. 

Senator Anprerson. Did they ever execute a certificate that they 
had made for that purpose ¢ 

Mr. Cannon. That they made the inspection ¢ 

nator ANpERSON. No, that they knew what the purpose was. 

Mr. Cannon. On the application for the loan the borrower states 
what the purpose of the loan is—to build a broiler house. 

Senator Witutiams. I think Senator Anderson's question is whethe1 
or not the bank to which you guari inteed this note was requ red to 
make any inspection to see th: at the loan was used for the purpose for 
which it was taken ? 

Mr. Cannon. The regulations do not require an inspection. In 
our statement of ' policy to the lending Institutions it is recommended 
that they make Spot ¢ ‘hecks from time to time on any dealer’s business. 

Senator WiniiaMs. It is recommended but not required 2 

Mr. CAnNon,. That is correct. 

Senator Winitams. Conceivably, under the old law, a man could 
borrow 1, 10, or a hundred $3,000 loans: he could be keeping the tn 
terest up on them and you wouldn't today have the slightest idea 
whether he ever built 1 foot of poultry eXpansion or anything else, 
and neither would the bank or anybody else, as far as you know. That 
could happen / 

Mr. Cannon. Interest and principal, sir / 

Senator WiLLiAMs. Yes. 

Mr. CaNNON. Yes. 

Senator Witniiams. It would never come to your attention until 
t was in default ¢ 

Keven though it was corrected since this question came up, I think 
t is well to vet in the record the looseness of the old law, and perhaps 
we can see how we got ourselves into a lot of difficulties with which 
we are now confronted in ag culture and other industries. 

Senator ANpeRsON. The law says he should not have more than 

3000 for this. I think there could have been Interpretation to so 
limit it. 

Senator Witiiams. I think there could well have been interpreta 
tion but it was not placed on them. 

Mr. Cannon. Our policy prior to this new Housing Act was, as 
would be shown by correspondence and letters to institutions, that 
if a job came in as a part of—it 2 jobs came in for 2 individual loans 
to 1 borrower, and it looked like it was really 1 transaction, then we 
would say that that was a violation of the intent of the law. 
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If a man built a brooder house or broiler house, and that is what 
we are discussing this morning, today, and 6 months from today 
applied for another loan, it would have been approved. 

Senator WILLIAMs. Theoretically he would not have to wait 6 
months. He could do it today, tomorrow, the day after tomorrow. 
He could take one every day of the week, couldn’t he / 

Mr. Cannon. We might not know that, Senator. 

Senator WituiAMs. I say it could happen. 

Mr. Cannon. If we did know it, that a loan was made daily, then 
I think our policy would have been to call a halt to that. 

Senator Wittiams. I can understand that. But Tsay, theoretically, 
under the law before, it could have happened c 

Mr. Cannon. I would agree to that. 

Senator WiLuLiams. Loans were rather loosely made and they were 
guaranteed 100 percent / 


Mr. CANNON. So far as any losses to the lend ne institution went, 
they got 100 percent. 
Senator ANpDERsoN. Why do you suppose Congress put the $3,000 


limitation in there / 

Mr. Cannon. I take it—I hope you understand I am not authorized 
to speak for the Commissioner as to what he thinks the policy of the 
FHA is or should be—I have been in the Washington office but a little 
over a year—I would think, Senator, that the purpose of it was to 
hold the title I program to the small loans to individual people, pri 
marily. 

Senator Wintiams. Likewise, it could easily be interpreted as the 
intention of the Congress to mean $3,000 to 1 borrower and not $3,000 
all in 1 loan with 10, 20, or a hundred different notes all in 1 borrowe1 
to get that money. By no stretch of the imagination do I believe you 
could say that Congress realized what might be done under that old 
law. 

Mr. Cannon. No, sir. 

Senator Wiiitams. I know that I as one Member of Congress 
did not. 

Mr. Cannon. You have a lot of information there which I have not, 
Senator. We do not know, in the FHA today, of any great abuse 
of this program as to these consecutive loans, $3,000 today, tomorrow, 
and the next day: we don’t know that that has occurred. 

Senator WinuiAms. I don’t mean that it does—as under title 608 
conceivably we could be confronted with it tomorrow. You would 
not be confronted with it until the loans are defaulted. 

Mr. ‘Cannon. That is correct. 

Senator WituiAMs. I do not mean to leave the impression that it is 
but at the same time we cannot leave the impression that we know that 
it is not. 

Mr. Cannon. I have two pieces of correspondence here which might 
be of interest to you. It is something I] 
night. 


rathered very hurriedly last 


« 
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— 


We have here a statement from a lending institution in the souther: 
part of the United States in which they said this: 


It seems that nearly everybody with a little extra land has wanted to build a 
broiler house and our rejections have run far above our approvals for such 
loans Actually at times we would reject about 4 out of every 5 applications 

Until the last few months payments have been met fairly promptly and we have 
experienced not too much difficulty 

Feed dealers throughout our territory would refer applicants to us and I 
aim sure would help applicants fill out their financial statement and application 


Then he goes On and mentions the question about a specific case, 

Senator Wituiams. Would you mind incorporating that in the 
record or is it something that you could not ¢ 

Mr. CANNON. No, Sir. | could send you ul photostat of it if you 
would like it 

Senator Winuiams. I think it would be well to get what informatio 
we can in the record at this point, 

Senator Anperson. If you can photostat that, it will be fine. 

Senator Wittiams. That may be done. 

The ( orresponden¢ e is as follows:) 


COMMERCIAL NATIONAL BANK, 
Shreveport, La., July s, 1954 
Mr. Davip W. CANNON, 
Deputu Assistant Commissioner, Federal Housing Administration, 
Washington 25, D. C. 


Dear Mr. CANNON: In your communication of June 25 relative to the Buford 
Clayton and Valda Clayton title I note which we hold, you requested that we 
furnish you certain information relative to the construction of the broiler hous: 
involved 

First, let me say that there have been a large number of broiler houses cor 
structed in our territory the last 5 years, and since 1950 we have been financing 
such construction under the FHA title I plan. It seems that nearly everybod 
with a little extra land has wanted to build a broiler house, and our rejections 
have run far above our approvals for such loans Actually, at times, we would 
reject about 4 out of every 5 applications Until the last few months, the pay 
ments have been met fairly promptly, and we had experienced not too taucl 


difficulty Feed dealers throughout our territory would refer applicants to us 
and IT am sure would help the applicants fill out their financial statement and 
application. After credit information had been assembled by us, we would then 
write the applicant directly if the loan had been approved and require that the 
owner of the property come into our bank and sign their note Che funds would 
be disbursed to them. They then would pay for the construction of the broile! 
house 


In all cases we explained to the borrowers that we could not depend upon the 
success in raising chickens to pay the note, and we expected them to make the 
payments as they matured, and that we could not be responsible and would not 
be responsible for any promises or information they received from anybody other 
than officials of our bank 

Buford Clayton sent his application to us at the suggestion of the Cushing 
Feed & Seed Co., Cushing, Tex., and he has advised us that his broiler house was 
built by Jimmerson & Bowles Lumber & Hardware Co., of Mount Enterprise, 
rex., through the Cushing Feed & Seed Co. Apparently the feed company 
referred him to Jimmerson & Bowles 

We have not been given a detailed description of the improvements and we 
have only the information on the application that the funds were to be used for 
the construction of a 3,000-capacity broiler house. However, we will probably 
have one of the members of our agriculture department in the Cushing area within 
a month, and we will have him take a picture of the building and send it to you. 

If we can furnish you any other information, won't you please request it of us. 

Very truly yours, 
» * ATKINS, Vice President. 
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SEPTEMBER 23, 1954. 
Mr. Davin M. CHRISTIAN, 
Assistant Treasurer, Mid-Kansas Federal Savings and Loan Association, 
Wichita 2, Kans. 

DeAR Mr. CHRISTIAN: We have your letter of September 16 in which you ask 
if a title I loan may be made to finance the construction of a chickenhouse on 
suburban property. 

The cost of erecting a new poultry house may be financed with a class 2 (b) 
new structure loan. However, only the structure proper is eligible; cages, 
feeding, and drinking troughs, brooders, and other items of poultry-raising equip 
ment do not qualify for title I financing and if such items are to be included in 
the structure their cost must be met with cash or financed independently of the 
title I loan. 

The experience of the Federal Housing Administration with respect to poultry 
house loans has not been favorable. The Administration has paid a good many 
claims resulting from such loans, most of which were made to individuals 
having little or no experience in raising poultry As a sound credit practice we 
believe loans of this kind should be confined to experienced poultry hubsandmen 
with records of good credit experience. 

Very truly yours, 


Mip KANSAS FEDERAL SAVINGS AND LOAN ASSOCIATION 
Wichita 2, Kans., September 16, 1954 
Davip W. CANNON, 
Deputy Assistant Commissioner, Title I, 
Federal Housing Administration, Washington 25, D. ¢ 


DEAR Mr. CANNON: We recently received an application for title I loan to 
finance the construction of a chickenhouse on a suburban property in this city 
This property is a 2-acre suburban and not a farm 

In view of the recent changes in the eligibility of certain items. we would like 
a clearance from your office on the eligibility of a chickenhouse for title I 
financing, before we proceed with this application 

Very truly yours, 





DAvIp M. CHRISTIAN 
issistant Treasure) 


Mr. Cannon. In any field where we find there is opportunity for 
abuse, when the lending institutions write to us and ask whether or 
not a certain type of loan that they contemplate making is eligible 
for insurance, we try to caution the lender. 

Here is a letter dated September 23 of this year. 

We state that— 


The cost of erecting the new poultry house is an eligible improvement under 
class 2—b of the National Housing Act. 
We say, however 


Only the structure proper is eligible—cages, feeding, and drinking troughs, 
brooders, and other items of poultry-raising equipment do not qualify for title I 
financing; and if such items are to be included in the structure, their cost must 
be met with cash or financed independently of the title I loan 


Then we add this, gratuitously, you might say 


The experience of the Federal Housing Administration with respect to poultry 
house loans has not been favorable. The Administration has paid a good many 
claims resulting from such loans, most of which were made to individuals having 
little or no experience in raising poultry As a sound credit practice, we believe 
loans of this kind should be confined to experienced poultry husbandmen with 
records of good credit experience. 


Senator WititrAms. What is vour policy as of today toward making 


/ 


these loans? Are you still guaranteeing them / 
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Mr. Caxnwon. Weare still guaranteeing them. ‘The lending institu 
tions make them. They may or may not ask for us to tell them 


whether or not it is eligible. They are distinctly eligible under the 
National Housing Act as it stands. 

Senator Wituiams. Do you have any inspection service today in 
which you could assure yourself that Joe Doaks, who is getting this 
$3,000 loan through his private lending agency, and which you are 
guaranteeing 100 percent, will ever build the house for which he is 
borrow] ing the money t 

Mr. Cannon. There is nothing in the regulations to that effect. 

Senator Witiiams. Do you have any such inspection services / 

Mr. Cannon. The F HA. in the reorganization which has been going 
on for the last several months, is setting up in title I additional fie ld 
POSITIONS where our men will vet out and do some spot checking on 
their own. 

Senator Wittiams. That is your plan. But as of today what do 
vou have / 
~ Mr. Cannon. As of today I would say there is no inspection being 


made. 

Senator Wintuiams. Even though this was called to your att ntion 
a year ago, you are still operating on the basis that you have no inspec 
tion service at all to follow through: is that correct ? 

Mr. Cannon. Except as the collectors in the field have a case called 


to their attention after it has gone in default, there is not at the present 
time any inspection service on these loans. We make, as you know 
we insure, I should say—we will insure this vear about 1,600,000 of 
these title I loans. The average loan is something under S600, 

Senator Wittiams. You don't have any idea what percentage of 
those would be for poultry ¢ 

Mr. Cannon. No, sir. But the percentage of those loans for new 
construction as contrasted to repairs and Improvements, I think. is 
around 3 percent. 

Senator Wittiams. Do you have any clause or any regulation which 
would prohibit a man from borrowing from the other five agencies 
and then coming along and getting this loan from your agency and 
being guaranteed on it? 

Mr. Cannon. There is only one thing in our regulations that would 
have any effect in that field, and that is that we will not insure, the 
loan will not be insured by the FHA if the borrower is delinquent 
more than 15 days on an installment due on any other loan made by 
or insured by any other Government agency. 

Sen: tor W ILLIAMS. Do you have any further statement to make / 

Mr. Cannon. No, ‘sir: [ came to answer questions, not to make a 
statement. 

Senator Winiiams, Thank you, Mr. Cannon. We now have Mr. 
Lynch. 

Mr. Lynch, will you identify yourself for the record? We are mak 
ing a survey of loans under these agencies. I might say that I have 
examined some of the records that you forwarded to me, 

From what | gather you are not in it to anv extent that makes too 
much difference. We thought we might as well make the field all 
inclusive and get a report from you, 
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STATEMENT OF FRANK LYNCH, LOAN SPECIALIST, VETERANS’ 


ADMINISTRATION 
Mr. Lynen. I brought along for the record a copy of the survey 
We forwarded it to you, I think, with our letter of June Is, 1954. I 


can leave this one. 

Senator Wituiams. If you would, I think it would be well to in 
corporate that in the record. We are getting reports from all of 
them. 

(The document referred to above is as follows: 
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Senator WintiaMs. Do you have any additional ones ¢ 

Mr. Lynxcu. Just a summary statement to give a basic view of the 
Servicemen’s Act. Actually, we are authorized to guarantee and 
insure loans. The act does not authorize the VA to make a direct 
loan except for residential purposes. The act also authorizes auto- 
matic loans by supery ised lenders. 

Most of the loans for non-real-estate purposes—and this is the cate- 
gory of improvements, expansion of the broiler industry, | believe— 
are made by supervised lenders. 

As a consequence, the lender may make the loan, disburse it, and 
then report it to VA for the guaranty. The guaranty for non-real 
estate purposes is limited to $2,000 and we are quite confident or tee] 
reasonably confident there are no large loans subject to a 82,000 
guaranty. 

The lender, in the first place, is looking for a little more security 
than that. 

Senator Wittiams. What percentage guaranty ¢ 

Mr. Lyxcu. That is 82,000 maximum, not to exceed 50 percent of 
the amount of the loan. That is for non-real-estate purposes. The 
guaranty for real-estate purposes is a maximum of $4,000, not to 
exceed 50 percent of the amount of the loan. 

As is reflected in this report, Senator, I think we have made 254 
loans for $1,342,000. Tsaid “made.” We have guaranteed or insured 
that many loans for that amount, all or a part of which was used in 
connection with the growing, production, and processing of com 
mercial broilers. 

As of May 1, 1954, 95 of those loans had been repaid in full. Out 
credit experience has been entirely satisfactory. This is for the entire 
period of the Servicemen’s Act and our losses under that program 
have been 815.000. 

We do not believe that the guaranty or insurance in fact promotes 
eXbpahsion of the broiler industry. 

Senator Wittiams. We appreciate your statement. As I said be 
fore in my examination, | hadn’t found too much involved in your 
agency that would affect it either way, but we are trying to call in all 
the agencies that might be making loans and get a report on them. 

Mr. Lyxcn. Thank you very much, Senator Williams. 

Senator Winttiams. That leaves us Mr. Rollins. 


STATEMENT OF WILLIAM L. ROLLINS, DIRECTOR, OFFICE OF 
FINANCIAL ASSISTANCE, SMALL BUSINESS ADMINISTRATION 


Senator Wittiams. Will vou identify yourself ? 

Mr. Rontins. William L. Rollins, Director of the Office of Financial 
Assistance, Small Business Administration. 

I did not come prepared with any statement, Senator, or any 
statistics. 

Senator Wittiams. You may proceed in your own way and tell us 
the extent of your past policies or changes in policies to the present 
tlie. 

Mr. Rotiins. We do not finance poultry raisers as such. The only 
lonns that LT have knowledge of are some 11 loans to poultry processing 
plants and to commercial hateheries. Loans for the actual raising 
of the poultry we consider to be the responsibility of other Govern- 
ment agencies and do not grant financing for that purpose. 
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Also, in the event we have any applications for loans, and the con 
cerns are eligible for assistance from any other Federal lending agency, 
as a matter of poliey, we will not consider such applications. 

We confine ourselves strictly to commercial types of enterprises— 
small-business concerns engaged in, as related to the poultry industry, 
either processing or commercial hatcheries. 

Senator WiiuiAms. Then as far as the production end of it you are 
not in that and are not contemplating it / 

Mr. Rouuins. No,sir. I have to qualify that to the extent that it is 
possible that some of these processing plants may raise poultry, but 
that is not their major function. 

Senator WitiiaMs. If it is obvious that a loan would be for produc 
tion purposes by siphoning through one of these agencies, what would 
be your attitude on that at this time? 

Mr. Rouurs. If it were primarily for the production or raising 
of poultry, as a matter of policy we would not approve the loan. 

Senator Wituiams. I have no further questions. 

Mr. Roturns. Thank you. 

Senator Wiiuiams. I have here five letters which were addressed to 
me with reference to the poultry situation which will be made a part of 
the record at this point. 

(The letters referred to above are as follows :) 

ELKHART CouNTY PovuLtRy ASSOCIATION, INC., 
Goshen, Ind., October 29, 1954 


Senator JOHN WILLIAMS, 
Senate Office Building, Washington, D.C 


DEAR SENATOR WILLIAMS: The Elkhart County Poultry Association, Inc., wishes 
to inform you, as a friend of the Indiana broiler industry, that we have gone on 
record as being “opposed to further Government loans for the purpose of broilet 
industry expansion.’ 

This resolution was brought up and voted on at a recent meeting of the asso 
ciation during which the present broiler situation was discussed. Copies of the 


resolution were mailed to all Indiana Congressmen 

According to an article which appeared in the Broiler Journal recently, “Sen 
ator John J. Williams, of Delaware, charged that a total of nearly $200 million 
of the taxpayers money is tied up in loans for the expansion of poultry produe 
tion.” At the same time the USDA is urging a ponltry production cutback in 
older established areas. 

We suggest this action be taken by other people and organizations interested 
in the future of the broiler industry in Indiana 

Sincerely, 
M. G. WHirenean, President. 


RESOLUTION OF ELKHART CouNTY PoULtTRY ASSOCIATION, INC., GOSHEN, IND., 
OCTOBER 28, 1954 


The Elkhart County Poultry Association, Ine., Goshen, Ind vishes to go 
on record as being opposed to further Government loans for the purpose of the 
broiler industry expansion. 

M. G. WHITEHEAD, President? 


CHAMPAIGN County FARM BUREAU FEDERATION, 
Urbana, Ohio, July 13. 195 

Senator WILLIAMS of Delaware, 

Senate Office Building, Washington, D.C 

DEAR SENATOR: At the July meeting of the board of directors of the Champaign 
County Farm Bureau a motion was made to write you a lefter commending you 
for your recent stand on the use of farm-loan funds. The board heartily agrees 
with vou that some loans are not made within the moral intent of the law In 
asmuch as one of the farms mentioned is in our county the board felt a letter 


should be sent to you that we are in support of your views. It is our contention 





SO PRICE SPREADS ON POULTRY AND EGGS 


that those funds should be used to help dirt farmers and not those that are down 
to their last Cadillac. 
Sincerely, y . . . 
Jay C. THomeson, Director of Organization. 


—_—_ 


EASTERN SHORE PouLtrRY GROWERS’ EXCHANGE, INC., 
Selbyville, Del., June 21, 1954. 
Hon. JOHN J. WILLIAMS, 
United States Senate, 
Washington, D. C. 

DEAR JoHN: Our regular monthly meeting was held Monday night, June 14. 
Out of this meeting came the resolution that a letter of commendation be written 
to you, Senators Frear, Butler, and Beall. 

The exchange feels as though the work you are doing on the Government 
financing of commercial broiler production is highly commendable and wishes 
to express its appreciation to all concerned in this amendment to an appropriation 
bill. 

Very truly yours, 
WILLIAM R. Murray, President. 


VERMONT PouLTRY ASSOCIATION, 
Randolph, Vt., November 15, 1954. 
JoHN J. WILLIAMS, 
Senate Office Building, Washington, D. C. 


DEAR- Mr. WiLtrams: Enclosed please find a copy of a letter sent to Senators 
Aiken and Flanders and Congressman Prouty. 
The Vermont Poultry Association certainly hopes you are successful in your 
attempt to curtail this situation. 
Sincerely yours, 
FRANKLIN D. ROLLINS, 
Secretary-Treasurer. 


VERMONT POULTRY ASSOCIATION, 
Randolph, Vt:., November 15, 1954. 
GEORGE D. AIKEN, 
RALPH BE. FLANDERS, 
WINSTON L. Prouty: 


For some time poultrymen and broiler growers who have been financing their 
own business have been considerably concerend about the large amount of loans 
that are being made by the Government to expand the poultry industry. 

Senator John J. Williams, of Delaware, has been doing his best during the 
past year to have these loans curtailed. People operating their poultry farms 
and hatcheries-on their own capital certainly have a’diffictilt efiough time without 
competing with these Government loans, many of which the borrower has no 
intention of paying back. 

The poultry industry has not asked for subsidies or any Government help. 
Under the circumstances it does seem the least the Agriculture Department and 
other loaning agencies of the Government could do would be to discontinue loans 
of all kinds to the poultry industry because of its overexpansion due to loose 
credit policies 

I think since poultry growing is an important part of our agriculture here in 
Vermont that you should do everything possible to support Senator Williams in 
his effort to have this practice stopped. I know that all segments of the poultry 
industry here in Vermont will appreciate any help you can give us with this 
problem 

Sincerely yours, 
FRANKLIN D. ROLLINS, 
Secretary-Treasurer. 
Senator WittiaMs. The committee is adjourned. 
(Whereupon, at 11:38 a. m,, the committee was adjourned.) 


x 





